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PREFACE 


This  is  a  report  on  the  Fiscal  Year  1989  federal  budget  and  its  likely 
impact  on  the  citizens  of  the  Commonwealth  of  Massachusetts. 

For  the  first  time  in  years,  President  Reagan's  budget  will  be  the 
subject  of  debate  rather  than  ridicule.  The  deficit  reduction  agreement 
reached  last  fall  between  Congress  and  the  Executive  Branch  has  ensured  that 
the  President's  budget,  despite  its  many  flaws,  will  not  be  summarily 
dismissed. 

Republicans  and  Democrats  must  now  work  together  to  craft  a  budget  that 
will  be  tough  on  unnecessary  and  wasteful  spending,  but  will  not  slight  those 
federal  investments  which  are  critical  to  our  future. 

Difficult  choices  will  have  to  be  made.  For  example,  President  Reagan 
chooses  to  increase  the  already  bloated  budget  of  the  Strategic  Defense 
Initiative  by  $1  billion,  while  slashing  funds  for  important  economic 
development,  environmental  and  housing  initiatives.  These  are  the  kind  of 
misplaced  priorities  that  Congress — with  our  help— will  work  to  rectify. 

Please  review  our  analysis  of  the  President's  budget  and  let  us — and  the 
Massachusetts  Congressional  delegation — know  your  thoughts  on  these  matters. 
Decisions  that  are  made  on  this  budget  will  greatly  influence  the  kind  of 
government  we  will  have  as  we  head  into  the  next  century. 


Michael  S.  Dukakis 


INTRODUCTION 


Next  year  at  this  time,  Ronald  Reagan  will  no  longer  be  President.  His 
most  enduring  economic  legacy  may  be  the  massive  federal  deficits  his  policies 
have  produced — deficits  that  will  constrain  his  successor,  and  guarantee  that 
many  of  the  cuts  in  essential  domestic  programs  will  never  be  restored.  The 
challenge  for  all  elected  officials  this  year  and  beyond  will  be  to  use  the 
federal  resources  that  are  available  in  creative  and  productive  ways. 

Judged  against  previous  years,  President  Reagan  has  received  muted 
criticism  for  the  FY '89  budget  proposal  he  submitted  to  the  Congress  on 
February  18.  The  President  wisely  decided  to  stay  within  the  budgetary 
guidelines  of  the  deficit  reduction  agreement  he  made  with  Congressional 
leaders  last  fall. 

Problems  arise,  however,  when  funding  levels  for  individual  programs  are 
analyzed.  This  latest  request  repeats  many  of  the  themes  of  the  President's 
previous  budgets.  Important  domestic  programs  are  targetted  for  reductions  or 
elimination  —  programs  critical  to  our  efforts  to  provide  economic 
opportunity  for  all  the  citizens  of  the  Commonwealth. 

The  Low  Income  Home  Energy  Assistance  Program  (LIHEAP),  which  provides 
heating  and  some  cooling  assistance  to  the  poor,  would  be  cut  by  22%,  after 
having  its  funding  slashed  in  FY '88.  The  President  proposes  the  elimination 
of  the  Work  Incentive  (WIN)  program,  choosing  instead  to  fund  a  work  and 
welfare  initiative  which,  unlike  our  ET  Choices  program,  would  not  provide 
true  employment  opportunities  to  people  on  public  assistance.  The  budget  calls 
for  major  cuts  in  investments  in  economic  development  and  job  creation, 
federal  mass  transit  support,  and  federal  assistance  for  poor  and  moderate 
income  housing  units.  Important  programs  designed  to  help  our  nation's 
homeless  would  be  terminated. 

Congress  deserves  enormous  credit  for  resisting  the  drastic  reductions  in 
domestic  spending  the  Administration  has  sought  in  the  past  several  years. 
The  new  cooperative  spirit  between  Congress  and  the  White  House  may  ensure 
that  many  of  these  important  domestic  programs  will  be  spared  further  budget 
cuts. 

This  analysis  of  President  Reagan's  FY '89  budget  contains  information  on 
how  this  proposal  would  affect  major  programs  in  Massachusetts.  I  will 
continue  to  work  with  the  Office  of  Federal-State  Relations  and  the 
Massachusetts  Congressional  delegation  to  make  sure  our  voices  are  heard,  and 
our  influence  felt  when  important  budget  decisions  are  made  about  the  coming 
fiscal  year. 


Evelyn  F.  Murphy 
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Using  This  Document 

This  analysis  of  the  President's  proposed  FY' 89  federal  budget  contains 
information  that  should  assist  policy  makers  at  the  state  and  local  level  in 
preparing  their  agenda  for  the  upcoming  year.  It  does  not  include  a  review  of 
every  federal  program,  but  does  provide  data  on  those  which  have  the  most 
profound  impact  on  the  state,  cities  and  towns  of  Massachusetts. 

This  document  is  divided  into  three  basic  parts.  It  begins  with  an 
Executive  Summary  of  the  Reagan  Administration's  proposed  FY '89  budget,  and  a 
brief  description  of  the  effect  of  the  agreement  between  the  Congress  and  the 
Executive  Branch  over  the  amount  of  deficit  reduction  required  by  the  revised 
Gramm-Rudman-Hollings  law.  The  second  part  contains  detailed  analyses  of 
numerous  federal  programs  and  policy  areas.  These  analyses  typically  contain 
the  following  kinds  of  information:  name  of  program;  federal  agency 
responsible  for  program;  descriptions  of  the  program  at  both  the  federal  and 
state  levels;  discussion  of  the  FY '89  budget  proposal  and  its  likely  impact  on 
the  program  in  Massachusetts;  discussion  of  the  Administration's  legislative 
proposals.  The  final  section  is  an  Appendix  that  describes  the  federal  budget 
process. 

In  reviewing  the  information  found  in  this  document,  please  keep  in  mind 
the  following: 

•  Unless  otherwise  noted,  all  years  cited  are  federal  fiscal  years 
which  begin  on  October  1  and  end  on  September  30. 

•  This  document  is  the  product  of  the  Commonwealth  of  Massachusetts 
and  this  Administration.  It  thus  reflects  the  interests  of  the 
state  and  principles  of  its  elected  leadership.  However,  every 
effort  has  been  made  to  make  both  the  program  descriptions  and 
budgetary  analyses  and  projections  as  fair  and  accurate  as 
possible. 

•  In  the  upper  right  hand  corner  of  each  program  page,  the 
parenthetical  note  refers  to  the  federal  department  which  has 
jurisdiction  for  the  program. 

Attempts  to  understand  the  potential  impact  of  federal  budget  proposals 
on  Massachusetts  are  always  challenging  and  complicated.  The  actual  impact, 
of  course,  will  depend  on  what  final  decisions  are  made  by  Congress  in  the 
budgeting  and  appropriating  process.  This  will  only  be  clear  at  the  end  of 
the  fiscal  year  for  which  we  are  now  beginning  to  plan.  This  analysis  is, 
therefore,  only  a  snapshot  at  one  point  in  time  in  what  is  a  lengthy  process. 
Yet,  if  we  are  to  influence  the  final  outcome  of  this  process,  we  must  make 
our  best  estimate  of  the  consequences  for  Massachusetts  of  the  President's 
proposed  budget  and  then  interact  with  Congress  to  produce  the  best  possible 
outcome  for  our  state.  That  is  the  basic  purpose  of  this  document. 
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The  Massachusetts  share  figures  in  this  analysis  are  our  best 
estimates.  We  will  follow  Congressional  action  on  major  programs  very  closely 
and  continuously  update  our  operating  assumptions. 

Since  our  primary  concerns  in  this  document  are  those  budget  items  that 
most  directly  affect  the  state  and  its  budget,  our  analysis  is  not  all 
inclusive.  We  concentrate  on  two  categories  of  federal  activity; 

major  domestic  programs  that  provide  funding  directly  to  the  state 
or  to  local  government  and  a  few  other  important  programs  in  areas 
in  which  the  state  is  actively  involved; 

major  entitlement  programs  in  which  the  state  is  an  active  partner 
with  the  federal  government  in  the  management  and/or  funding  of  the 
program,  activity  areas  in  which  federal  policy  may  have  a  profound 
impact  on  the  state  and  its  budget.  * 

The  major  domestic  non-entitlement  programs  which  we  analyze  account  for 
a  very  substantial  portion  of  all  such  funds  that  come  into  the  state.  It  is 
impossible  to  estimate  our  share  of  the  many  Federal  discretionary  programs 
that  will  be  funded  and  impratical  to  analyze  many  of  the  smaller  dollar  value 
programs  that  will  come  to  Massachusetts. 

Our  entitlement  program  analysis  focuses  only  on  those  programs  in  which 
the  state  has  a  management  and/or  budget  involvement.  Therefore  Social 
Security  and  Medicare  are  not  included  in  this  particular  document. 

Finally,  and  again  due  to  the  nature  of  this  analysis,  we  do  not  deal  in 
detail  with  expected  procurement  decisions  that  will  result  in  the  purchase  of 
goods  and  services  in  Massachusetts  by  the  Department  of  Defense,  the  General 
Services  Administration,  or  any  other  federal  agency,  although  we  recognize 
the  importance  of  such  procurement  to  the  overall  health  of  our  economy. 
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SUMMARY  OF  TEE  FY'89  BUDGET 


The  following  is  an  executive  summary  of  the  President's  proposed  FY'89 
budget.  The  broad  outlines  of  the  proposed  budget  include  a  total  $1.09 
trillion  in  outlays,  revenues  of  $965  billion,  and  a  deficit  of  $130  billion. 
The  Administration's  deficit  projection  differs  by  $46  billion  from  the  figure 
of  $176  billion  projected  by  the  Congressional  Budget  Office  (CBO).  The 
following  are  highlights  from  this  year's  proposed  budget. 


ECONOMIC  DEVELOPMENT 

•  Federal  Development  Programs.  The  Administration's  budget  calls  for  major 
cuts  in  the  nation's  economic  development  and  job  creation  programs.  The 
FY'89  budget  would  eliminate  the  Urban  Development  Action  Grant  Program, 
the  Economic  Development  Administration,  and  the  Appalachian  Regional 
Commission.  This  is  the  eighth  year  in  a  row  that  the  Administration  has 
called  for  the  termination  of  these  programs.  The  FY'89  budget  also 
called  for  a  10%  reduction  in  funding  for  the  Community  Development  Block 
Grant  Program.  The  budget  would  reduce  the  CDBG  Program  from  $2.9  billion 
in  FY '88  to  $2.6  billion  in  FY'89. 

EMPLOYMENT  AND  TRAINING  PROGRAMS 

•  Job  Training  Programs .  The  President's  budget  contains  $5.5  billion  in 
FY'89  for  employment  and  training  activities.  This  includes  $3.4  billion 
for  programs  established  under  the  Job  Training  Partnership  Act  ( JTPA) . 
This  is  approximately  the  same  as  the  level  that  was  enacted  in  FY '88. 
The  Administration  reiterated  its  promise  of  last  year  to  set  up  a  new 
Worker  Readjustment  Assistance  Program  (WRAP)  authorized  at  $980  million. 


•  Unemployment  Insurance/Employment  Security.  The  Administration's  budget 
also  recommended  a  slight  increase,  from  $1.68  to  $1.7  billion,  in  the 
grants  to  states  for  the  administration  of  the  unemployment  insurance 
program.  Grant  outlays  for  the  state  employment  service  are  estimated  to 
be  cut  by  5%  or  $50  million  less  than  the  FY '88  amount  of  $977  million. 
Once  again,  the  Administration  is  calling  for  the  elimination  of  the  Trade 
Adjustment  Assistance  Program. 

TAXES 

In  keeping  with  the  spirit  of  last  year's  budget  negotiations,  tax  proposals 
are  kept  to  a  minimum,  and  new  tax  revenues  are  balanced  by  new  tax 
expenditures  so  that  the  final  package  is  revenue-neutral. 

•  Extension  of  Medicare  to  State  and  Local  Employees.  The  President 
proposes  to  extend  Medicare  coverage  to  all  state  and  local  employees, 
raising  $1.4  billion  in  premiums.  Current  law  mandates  enrollment  of 
state/local  employees  hired  after  March  31,  1986  —  workers  hired  before 
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that  date  remain  exempt.  Although  some  states  already  enroll  all 
employees,  most  do  not  and  will  be  faced  with  a  hefty  new  tax  burden  in 
paying  the  employer  portion  of  Medicare  premiums. 

•  Higher  Education  Savings  Bond  Exemptions.  The  administration  hopes  to 
encourage  saving  for  college  by  exempting  from  taxation  the  interest  on 
some  savings  bonds  redeemed  to  pay  college  expenses.  Incentive  is  reduced 
at  higher  income  levels,  and  exemption  is  limited  to  the  amount  of 
qualified  educational  expenses  incurred.  This  proposal  will  cost  the 
Treasury  $10  million  in  BY '89.  . 

•  Repeal  of  the  Windfall  Profit  Tax. 

•  Eliminating  Differentials  in  the  Superfund  Petroleum  Tax.  Fear  of  GATT 
reprisals  has  prompted  a  proposal  to  equalize  tax  amounts  levied  on 
domestic  and  imported  petroleum  products.  Rate  differences  would  be 
eliminated,  but  total  funds  collected  would  not  change. 

•  Increase  NRC  and  implement  FEMA  user  fees.  This  proposal  would  have  user 
fees  pay  55%  of  Nuclear  Regulatory  Commission  and  Federal  Emergency 
Management  Agency  costs  in  regulating  nuclear  power  plants,  raising  $49 
million  in  1989. 


DEPARTMENT  OF  ENERGY 

•  Department  of  Energy  Spending  Levels.  The  President's  budget  proposal  for 
the  Department  of  Energy  (DOE)  provides  $16.1  billion  for  FY '89.  This 
represents  a  $2  billion  increase  (13.7%)  over  DOE's  FY '88  budget.  The 
increased  funding  will  be  primarily  for  basic  science  research  and 
development,  including  funding  for  the  initial  construction  of  the 
Superconducting  Supercollider  (SSC),  development  for  a  new  defense 
materials  production  reactor,  for  environmental,  safety  and  health 
activities  at  DOE  facilities  across  the  nation  and  for  clean  coal 
technologies.  The  budget  would  also  increase  the  fill  rate  of  the 
Strategic  Petroleum  Reserve  (SPR)  to  100,000  barrels  a  day  to  be  financed 
by  the  sale  of  the  Naval  Petroleum  Reserves.  Reductions  in  the  budget  are 
proposed  for  fossil  fuels,  conservation,  and  renewable  energy  programs. 

•  Energy  Conservation  Programs.  No  funding  is  provided  for  these  programs 
which  include:  the  State  Energy  Conservation  Program  (SECP),  Energy 
Extension  Service  (EES),  Institutional  Conservation  Program  (ICP)  and  the 
Low-Income  Weather ization  Assistance  Program.  Funding  for  these  programs 
totalled  $200  million  in  FY '88.  The  administration's  FY '89 
budget  transfers  responsibility  for  these  programs  to  states  to  fund  out 
of  monies  received  from  oil  overcharge  litigation  settlements.  $8.6 
million  is  requested  for  close-out  activities  for  the  above  grants  and  for 
DOE  to  monitor  the  petroleum  overcharge  funds. 
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DEPARTMENT  OF  JUSTICE 

•  Department  of  Justice  Spending  Levels.  The  FY' 89  budget  request  of  $6,155 
billion  for  the  Department  of  Justice  (DOJ)  represents  a  14%  increase  over 
the  FY '88  appropriations.  Increased  funding  for  federal  drug  enforcement 
activities  and  for  federal  prison  construction  is  the  theme  for  this 
year's  DOJ  budget.  These  efforts  include  adding  655  new  staff  positions 
for  drug-related  investigations,  prosecutions,  prisoner-handling  and 
security.  It  also  includes  funds  for  new  prison  construction,  expansion, 
modernization  and  repair.  Significant  increases  are  also  sought  for 
certain  law  enforcement  activities  of  the  FBI,  for  the  collection  of  debts 
owed  to  the  government,  and  for  various  litigation  programs.  Reductions 
have  been  proposed  for  certain  state  and  local  grant  programs  while 
savings  are  expected  to  be  achieved  by  eliminating  650  staff  positions  and 
by  contracting  out  various  functions.  Termination  of  the  various  state 
and  local  grant  programs  are  being  sought  because  the  administration 
believes  these  programs  are  competing  directly  with  annual  appropriations 
for  the  Federal  Bureau  of  Investigation  (FBI),  the  Drug  Enforcement 
Administration  (DEA),  the  Immigration  and  Naturalization  Service  (INS), 
the  U.S.  Attorneys,  the  Federal  Prison  System  and  other  agencies  within 
the  Department  of  Justice. 

•  Drug  Laws  Enforcement .  Grants  to  states  would  be  terminated  under  the 
administration's  proposal.  The  program  was  initially  funded  at  $225 
million  but  was  reduced  to  $70  million  in  FY '88  because  of  delays  in 
getting  the  funds  distributed.  With  carry-over  funds  from  FY '87,  the 
total  program  level  for  this  fiscal  year  is  $225  million. 

•  Justice  Assistance  Grants.  No  new  funding  is  requested  for  state  and 
local  Justice  Assistance  Grants  (JAA)  which  were  funded  at  $44.4  million 
in  FY'87.  In  FY'88,  Congress  funded  only  discretionary  grants  ($5 
million,  plus  $3  million  in  carryover  funding  from  FY'87  appropriations) 
under  this  program  and  earmarked  approximately  $4  million  of  that 
appropriation  to  specific  criminal  justice-related  projects. 

•  Juvenile  Justice  and  Delinquency  Prevention.  No  new  funding  is  requested 
for  Juvenile  Justice  and  Delinquency  Prevention  grants  (JJDPA)  which  were 
funded  at  $66.9  million  in  FY'88.  Of  that  amount,  $3  million  was  set 
aside  to  assist  states  in  complying  with  the  jail  removal  mandate.  The 
budget  proposal  includes  $3  million  for  FY '89  to  carry  out  the  above 
activity.  The  Administration  believes  that  the  purpose  of  the  program  — 
deinstitutionalization  of  status  offenders  and  the  separation  of  juvenile 
and  adult  offenders  —  has  been  achieved  to  the  extent  practicable. 

LEGAL  SERVICES  CCRPORATICN 

•  Legal  Services  Corporation.  Funding  for  the  Legal  Services  Corporation 
was  included  in  this  year's  budget  request.  In  previous  years,  the 
administration  has  sought  to  * terminate  the  program.  The  budget  requests 
$250  million  for  FY '89,  a  $55  million  reduction  from  FY'88. 
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AGRICULTURE 

•  Commodity  Programs.  Rising  crop  prices  and  reduced  subsidies  enacted  by 
Congress  last  year  are  expected  to  save  $2.5  billion  in  commodity  program 
budget  authority  this  year  —  reducing  commodity  program  authority  from 
$25  billion  in  1988  to  $22.48  billion. 

•  Farm  Credit.  Various  direct  loan  programs  will  be  replaced  with 
guarantees.  Farmers  Home  Administration  (FmHA)  direct  ownership  loans 
will  be  eliminated.  FmHA  direct  operating  loans  will  be  cut  by  over  40%, 
to  $500  million,  while  FmHA  operating  loan  guarantees  will  increase  from 
$2.1  billion  to  $3.5  billion. 

•  Rural  Development.  Total  Farmers  Home  Administration  funding  will  drop 
from  $7 . 8  billion  to  $5.6  billion.  Water  and  Sewer  loans,  Community 
Facility  loans,  and  Water  and  Sewer  grants  will  be  slashed,  Rural 
Development  Grants  eliminated,  and  Business/Industrial  Loan  Guarantees 
funded  at  the  1988  level.  Existing  housing  loan  and  grant  programs  will 
be  replaced  with  a  housing  voucher  program.  There  is  $2  million  earmarked 
for  a  rural  revi tali zat ion  program  —  a  joint  Extension  Service/National 
Agricultural  Library  initiative. 

•  Research  and  Education.  Budget  authority  for  these  programs  is  set  at 
$1.14  billion,  down  from  $1.3  billion  in  FY" 88.  A  few  programs  will  gain 
funding  —  particularly  the  Agricultural  Research  Service,  which  will 
expand  into  much-neglected  groundwater  quality  research  —  while  more  will 
lose  money.  Special  grants  programs  will  be  reduced,  but  competitive 
research  grants  funding  will  increase  by  $12.1  million,  almost  two-thirds 
of  which  is  earmarked  for  a  new  ozone  depletion  study. 


DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

•  Assisted  Housing .  The  President's  assisted  housing  recommendation 
includes  the  elimination  of  the  Section  8  moderate  rehabilitation  and 
existing  housing  subsidy  programs  as  well  as  a  36%  cut  in  Section  202/8 
subsidies  for  the  elderly  and  handicapped  with  a  budget  authority  of 
$1,097  billion  in  FY'89.  Rather,  the  President  restructures  assisted 
housing  by  expanding  the  Housing  Voucher  Program,  the  cornerstone  of  the 
Administration's  housing  policy,  61%  over  FY '88  with  budget  authority 
requested  at  $3,032  billion  and  100,000  additional  vouchers.  In  addition, 
the  assisted  housing  budget  proposal  includes  several  legislative  changes 
which  would  more  closely  conform  the  Section  8  Certificate  Program  to  the 
Housing  Voucher  Program. 

•  Elderly  and  Handicapped  Housing.  The  Administration  proposes  $350.2 
million  in  loan  authority  for  Section  202  supporting  7,000  incremental 
units  and  amendments  for  pipeline  projects.  However,  this  request 
represents  a  38%  reduction  in  the  $565.7  million  direct  loan  limitation 
authorized  in  FY88.  In  addition,  the  FY '88  Continuing  Resolution  mandated 
that  at  least  25%  of  this  loan  authority  be  used  for  handicapped  project 
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loans.  The  Administration  proposes  to  use  this  target ted  amount  for 
mentally  ill,  homeless,  handicapped  utilizing  a  projected  $50  million  of 
the  requested  loan  authority  for  FY' 89. 

Rental  Rehabilitation  Grants.  The  President's  request  for  the  Rental 
Rehabilitation  Grant  Program  represents  a  reduction  of  25%  with  a  budget 
authority  of  $150  million  for  FY* 89.  The  1987  Housing  and  Community 
Development  Act  included  several  program  revisions  including  determining 
grant  amounts  according  to  bedroom  size,  extending  funds  to  rural  areas, 
and  provision  of  administrative  expenses  by  states. 

Comprehensive  improvement  Assistance  Program  (CIAP).  The  President 
recommends  $1  billion  in  modernization  funds  provided  through  the  CIAP 
grants,  a  41%  reduction  from  FY' 88,  for  rehabilitating  and  improving 
existing  of  assisted  housing  for  low-income  residents. 

Other  Programs.  The  HUD  Budget  request  excludes  funds  for  several  other 
programs  including  Public  Housing  Grants  for  the  development  of  major 
reconstruction  of  low-income  housing  units,  Rental  Development  Housing 
Grants  (HoDAGs),  Section  235  Homeownership  Assistance,  Housing  Counseling 
Services,  and  Congregate  Services. 


SCIENCE  AND  TECHNOLOGY  PROGRAMS 

•  National  Science  Foundation.  In  one  of  the  few  increases  in  the  budget, 
the  Administration  recommended  an  increase  for  the  National  Science 
Foundation  in  FY '89.  The  President's  budget  would  provide  an  8%  increase 
to  the  agency  for  basic  research,  training,  and  technology  transfer 
programs.  The  $1.82  billion  budget  would  set-aside  $150  million  for  10-15 
science  and  technology  centers  over  the  next  five  years. 


ENVIRONMENT 


•  Sewage  Treatment  Construction  Grants.  For  FY '89,  the  Administration  has 
requested  a  total  of  $1.5  billion  for  the  Construction  Grants  program,  of 
which  $750  million  is  for  construction  grants  and  $750  million  is  for 
State  Revolving  Funds  (SRFs).  Again  this  year,  the  President  proposes  to 
phase  out  federal  funding  assistance  for  construction  of  municipal 
wastewater  treatment  systems  by  1993,  and  spend  a  total  of  only  $12 
billion  from  FY '86  to  FY '93.  Congress  rejected  a  similar  proposal  last 
year,  overriding  the  President's  pocket  veto  of  the  Clean  Water  Act 
amendments  and  calling  instead  for  spending  $18  billion  through  fiscal 
1994;  for  FY'89,  the  clean  water  legislation  authorizes  $1.2  billion  for 
construction  grants  and  $1.2  billion  for  SRFs. 

•  Super fund.  Spending  for  Superfund  toxic  waste  and  leaking  underground 
storage  tank  cleanups  would  increase  under  the  Administration's  proposal. 
The  budget  provides  $1.6  billion  in  FY'89  for  the  Superfund  program  in 
addition  to  an  anticipated  carryover  of  $100  million  of  previously 
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appropriated  funds.  The  $1.7  billion  total  represents  a  $200  million 
increase  over  1988  operating  levels.  Still,  spending  is  kept  well  below 
the  accumulation  rate  of  the  trust  funds  and  congressionally  authorized 
levels. 

State  and  Local  Grants.  Grants  to  support  state  and  local  environmental 
programs  are  essentially  level-funded  despite  expanded  program 
responsibilities  at  the  state  level  and  new  unfunded  federal  mandates 
(such  as  the  Title  III  community  right-to-know  program).  The  President's 
budget  allocates  a  total  of  $290  million,  an  increase  of  $2.3  million  from 
1988  levels. 

Acid  Rain.  The  administration  has  requested  an  additional  $1,775  billion 
in  budget  authority  for  the  Clean  coal  Technology  (CCT)  program  in  the 
Department  of  Energy  beginning  in  fiscal  1990  ($575  million  in  FY '90,  $600 
million  in  FY'91,  and  $600  million  in  FY'92).  In  the  past  three  years, 
Congress  has  appropriated  nearly  $1  billion  for  this  program,  including  an 
advanced  appropriation  of  $525  million  for  FY' 89.  Although  the 
Administration  claims  that  this  funding  is  needed  to  fulfill  a  commitment 
to  Canada  to  develop  technologies  that  control  acid  rain,  others  question 
whether  CCT  demonstrations  will  have  a  significant,  near-term  effect  on 
pollution  unless  specific  emission  reductions  are  required. 


TRANSPORTATION 

•  Mass  Transit.  The  President's  budget  proposes  the  elimination  of 
discretionary  funding  assistance  for  public  mass  transportation,  which 
last  year  totaled  $1.2  billion.  Instead,  the  President  will  propose 
legislation  to  target  mass  transit  funding  to  the  level  of  the  dedicated 
penny  per  gallon  tax  on  gasoline  (thus  requesting  a  FY '89  budget  authority 
of  $1.4  billion)  to  be  distributed  by  formula.  States  and  localities 
could  use  their  formula  grant  funds  on  public  transportation  capital 
projects,  provided  they  match  the  contributions  by  at  least  50%.  The 
Administration  also  proposes  to  terminate  operating  subsidies  to  large  and 
medium-sized  cities,  but  not  to  small  urban  and  rural  areas.  These  mass 
transit  proposals  would  result  in  a  58%  decrease  in  budget  authority  for 
the  Urban  Mass  Transportation  Administration  from  FY' 88,  a  loss  of  $1.96 
billion. 

•  Amtrak .  The  President's  budget  again  proposes  to  end  all  Amtrak  subsidies 
in  FY '89,  assuming  a  savings  of  approximately  $570  million.  The 
elimination  of  these  subsidies  would  decrease  the  Federal  Railroad 
Administration's  budget  authority  from  an  estimated  $671  million  in  FY' 88 
to  $57  million  in  FY '89. 

•  Aviation.  The  Administration  has  proposed  budget  authority  of  $6.4 
billion  for  the  FAA  in  FY '89,  a  13%  increase  from  the  estimated  $6.1 
billion  in  FY '88.  This  increase  follows  an  estimated  29%  increase  from 
FY'87  to  FY'88,  reflecting  the  agency's  multiyear  program  to  modernize  and 
improve  air  traffic  control  facilities.  The  budget  also  calls  for  the 
hiring  of  900  air  traffic  controllers  in  FY '89,  which  would  bring  the 
total  to  16,800. 
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Federal-Aid  Highways.  The  administration  proposes  to  lower"  annual 
obligations  for  the  federal-aid  highways  program  from  the  estimated  $13 
billion  in  FY' 88  to  $12.3  billion  in  FY* 89.  This  reduction  would  limit 
obligations  from  the  highway  account  of  the  highway  trust  fund  to 
anticipated  user  fee  receipts  during  the  1987-1991  authorization  period. 


EDUCATION 


Education  Funding.  The  Administration  has  proposed  $20.3  billion  for  the 
Department  of  Education,  an  increase  of  $1.5  billion  over  the  1988 
appropriation. 

Math  and  Science  Programs.  Math  and  Science  programs  will  be  level  funded 
at  $119.7  million. 

Pell  Grants.  Pell  Grants  for  college  students  will  rise  from  $4.2  billion 
to  $5  billion. 

Chapter  1.  Funds  for  Chapter  1  programs  for  disadvantaged  children  will 
increase  from  $4.3  billion  to  $4.5  billion  under  the  President's  budget. 


HEALTH 

•  AIDS.  The  President's  1989  budget  request  includes  $1.3  billion  for  AIDS 
research  and  prevention  activities.  This  amount  represents  a  $349 
million,  or  37%,  increase  over  1988  appropriations.  Of  the  $1.3  billion 
total,  the  President's  budget  requests  $400  million  for  public  health 
education  and  prevention  measures.  The  remainder  of  the  AIDS  funds  would 
be  devoted  primarily  to  research  into  treatment  and  cure  for  the  disease. 

•  Medicare.  In  order  to  meet  the  conditions  of  the  bipartisan  budget 
agreement  made  in  November  1987,  the  President's  budget  includes  a  variety 
of  proposals  intended  to  control  the  rate  of  increase  in  Medicare 
spending.  The  result  is  a  $1.2  billion  cut  in  Medicare  spending.  A 
substantial  proportion  of  these  reductions  (about  $1  billion)  would  be 
achieved  by  reducing  Medicare  reimbursement  to  teaching  hospitals. 

•  Medicaid.  Unlike  in  past  years,  this  year  the  budget  proposal  does  not 
include  a  cap  on  Medicaid  expenditures.  The  proposal  does  include 
initiatives  and  regulatory  changes  which  would  result  in  a  reduction  of 
$413  million  below  the  current  services  funding  level,  such  as  revising 
the  medically  needy  income  level  and  limiting  the  use  of  donations  as  the 
state  share  of  Medicaid. 

•  Alcohol,  Drug  Abuse  and  Mental  Health  Block  Grant  (ADAMH).  A  total  of 
$689  million  is  requested  to  assist  states  in  the  prevention,  treatment 
and  rehabilitation  of  mental  illness,  alcohol  and  drug  abuse.  Of  the  $689 
million,  $509  million  is  for  the  Alcohol,  Drug  Abuse  and  Mental  Health 
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Block  Grant  and  $166  million  is  for  a  special  state  grant  to  augment  drug 
treatment  and  rehabilitation  programs.  This  represents  a  4%  increase  in 
the  ADAMH  Block  Grant  and  a  6%  increase  in  drug  treatment  funds. 

HUMAN  SERVICES 

•  Low-Income  Home  Energy  Assistance  Program  (LIHEAP).  LIHEAP,  which 
provides  heating  and  some  cooling  assistance  to  the  poor  as  well  as 
weather izat ion  and  energy  crisis  assistance,  would  be  cut  from  $1,532 
billion  enacted  in  FY' 88  to  $1,187  billion  in  FY' 89.  This  reduction  is 
$345  million  less  than  the  1988  appropriation  and  represents  a  23% 
reduction  in  the  program.  The  budget  proposal  maintains  that  continued 
stability  of  energy  prices  and  the  availability  of  oil  overcharge  funds  to 
states  provides  the  basis  for  the  cut  in  the  program. 

•  WIN  and  Welfare  Reform.  The  President's  budget  proposal  eliminates 
funding  for  the  Work  Incentive  program  which  funds  WIN  Demo  projects  such 
as  Massachusetts'  ET  Choices  program.  As  an  alternative  to  WIN,  the 
administration  supports  federal  legislation  that  would  reform  AFDC  work 
and  training  programs.  This  proposal  does  not  provide  matching  funds  for 
the  work  program  and  mandates  high  levels  of  participation.  In  addition, 
the  proposal  provides  no  specific  funding  for  day  care  and  health  care 
support  services. 

•  Aid  to  Families  with  Dependent  Children  (AFDC) .  Benefit  payments  for  the 
AFDC  program  are  proposed  at  $8,686  billion  which  is  a  $139  million 
reduction,  from  1988  levels.  This  decrease  is  due  to  an  assumption  that 
the  administration  will  resume  collection  of  AFDC  error  rate  sanctions 
from  the  states  at  a  level  of  $349  million.  The  quality  control  system 
for  determining  the  level  of  error  rate  sanctions  for  the  states  is 
currently  in  dispute  and  the  states  have  joined  in  a  call  for  reform  of 
the  quality  control  system. 

•  Community  Services  Block  Grant  (CSBG).  The  President's  budget  proposes  a 
four-year  phaseout  of  the  Community  Services  Block  grant  program  beginning 
in  FY '89.  Administered  by  states,  CSBG  provides  funds  to  community  action 
agencies  for  health,  nutrition,  housing,  and  employment-related  services 
for  low-income  persons.  The  President  proposed  almost  a  20%  reduction  in 
funds  in  FY '89,  including  elimination  of  monies  specifically  earmarked  for 
homeless  individuals  and  the  community  food  and  nutrition  program. 

•  Social  Services  Block  Grant  and  Head  Start.  The  Social  Services  Block 
Grant  and  the  Head  Start  program  are  funded  at  last  year's  levels  which 
means  funding  will  not  keep  pace  with  inflation  and  current  services  may 
have  to  be  cut.  These  two  programs  provide  vital  services  such  as 
protective  services,  day  care  and  early  childhood  education  to  low-income 
children  and  families. 
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Homeless  Assistance.  The  Administration's  FY' 89  Budget  request  would  cut 
back  on  a  number  of  homeless  programs  authorized  under  the  Stewart  B. 
McKinney  Homeless  Assistance  Act.  The  President's  proposal  requests  no 
additional  funding  for  FY '89  for  Emergency  Shelter  Grants,  Supplemental 
Assistance  for  Homeless  Facilities,  Section  8  Moderate  Rehabilitation  of 
Single  Room  Occupancy  units,  literacy  training  for  homeless  adults,  the 
education  program  for  homeless  children  and  job  training  for  homeless 
individuals.  The  budget  would  also  cut  the  Emergency  Food  and  Shelter 
program  by  almost  30%. 


DEFENSE 

•  Defense  Spending  Levels.  The  President  has  requested  $299.5  billion  in 
authorization  for  the  Department  of  Defense  in  FY* 89.  This  is  $33  billion 
below  the  projections  in  Former  Secretary  Weinberger's  Five  Year  defense 
plan.  It  is  a  nominal  2.6%  increase,  and  a  real  .6%  decrease  from  last 
year's  figures. 

•  Defense  Budget  Savings.  The  $33  billion  in  savings  are  attained  mainly 
through  reductions  in  manpower,  cuts  in  force  structure,  lower  spending  on 
operations  and  maintenance,  and  program  deferrals.  Few  major  weapons 
programs  are  cancelled. 

•  Five  Year  Defense  Projection.  The  budget  projects  real  increases  in  the 
defense  budget  of  2-2.5%  over  the  next  five  years. 

•  Strategic  Defense  Initiative.  The  Strategic  Defense  Initiative  would 
increase  from  $3.9  billion  to  $5  billion. 

•  MX  Missiles.  $879  million  is  included  for  twelve  additional  MX  missiles, 
eight  of  which  are  for  deployment  on  railroad  trains. 

•  Midget man.  The  Midgetman  missile  essentially  would  be  killed.  There  is 
$200  million  in  the  budget  for  the  missile. 

•  ASAT.  The  administration  calls  for  cancellation  of  the  ASAT  program. 

•  Personnel.   A  4.3%  pay  increase  for  military  personnel  is  proposed. 
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THE  BUDGET  AND  GRAMM-RUDMAN-HOLLINGS 


On  November  20,  1987,  President  Reagan  and  the  Congressional  leadership 
agreed  to  a  two  year  deficit  reduction  plan  that  called  for  spending  cuts  and 
revenue  increases  yielding  $30  billion  in  savings  in  FY '88  and  $46  billion  in 
FY' 89.  One  month  later,  President  Reagan  signed  a  massive  continuing 
appropriations  bill  and  the  Omnibus  Reconciliation  Act  of  1987,  which  included 
reductions  in  the  deficit  of  $34  billion  in  1988  and  $36  billion  in 
1989. 

The  deficit  reduction  package  avoided  the  need  for  across-the-board  cuts 
mandated  by  the  Gramm-Rudman-Hol lings  law,  which  set  the  maximum  allowable 
deficit  at  $144  billion  for  FY' 88,  and  $136  billion  for  FY '89. 

The  Office  of  Management  and  Budget  (OMB)  projects  a  $129.5  billion 
deficit  for  FY' 89.  If  these  figures  are  accurate,  the  Gramm-Rudman-Hollings 
targets  will  be  met,  and  across-the-board  spending  cuts  will  be  avoided. 

These  figures,  however,  do  not  go  unchallenged.  In  a  report  released 
earlier  this  month,  the  Congressional  Budget  Office  (CBO)  revised  upward  its 
deficit  estimates  for  the  next  two  years,  citing  a  "deterioration  in  economic 
outlook."  CBO  now  projects  a  deficit  of  $176  billion  in  FY' 89,  and  says  that 
an  additional  $32  billion  of  deficit  reduction  may  be  needed — beyond  last 
year's  budget  agreement — in  order  to  meet  the  Gramm-Rudman-Hollings  target  of 
$136  billion.  If  these  estimates  are  accurate,  and  if  no  further  action  is 
taken  to  reduce  the  deficit,  across-the-board  spending  reductions  next  fall 
would  be  approximately  13%  in  non-defense  programs,  and  9%  in  defense  programs. 

The  differences  in  these  deficit  estimates  will  be  resolved  October  15, 
1988,  when  OMB  Director  James  Miller  III  submits  to  Congress  and  the  President 
a  revised  report  on  the  FY' 89  federal  deficit.  If  the  projected  deficit  is 
within  $10  billion  of  the  Gramm-Rudman-Hollings  targets,  an  automatic 
sequester  will  be  avoided.  Should  the  deficit  estimates  exceed  the 
Gramm-Rudman-Hollings  targets  by  more  than  $10  billion,  Director  Miller  must 
calculate  the  percentage  sequestration  cuts  in  non-exempt  programs  to  meet  the 
deficit  targets. 
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EXECUTIVE  OFFICE  OF 
HUMAN  SERVICES 


AID  TO  FAMILIES  WITH  DEPENDENT  CHILDREN  (HHS) 

Program  Description 

Administered  by  the  Department  of  Public  Welfare,  the  AFDC  program 
provides  cash  assistance  to  low-income  families  with  dependent  children  who 
have  been  deprived  of  parental  support  due  to  the  death,  disability,  or 
continued  absence  of  a  parent.  Intact  families  may  also  qualify  for  benefits 
if  the  primary  wage  earner  has  been  unemployed  for  more  than  30  days,  is  not 
receiving  unemployment  compensation,  and  has  registered  with  the  Division  of 
Employment  Security. 

Families  which  satisfy  the  above  categorical  requirements  and  have  gross 
incomes  below  185%  of  the  need  standard  set  by  the  state  legislature  qualify 
for  program  assistance.  In  addition,  the  family's  net  income,  after  all 
deductions  are  taken,  must  fall  below  100%  of  the  standard  of  need. 

In  addition  to  cash  payments,  recipients  may  also  be  eligible  for 
once-a-year  Emergency  Assistance  under  the  AFDC  program.  Further, 
beneficiaries  are  automatically  eligible  for  Medicaid  and  most  receive  Food 
Stamp  benefits. 

Though  AFDC  is  administered  by  the  states,  the  federal  government 
reimburses  between  50-83%  of  AFDC  benefits.  A  state's  reimbursement  rate  is 
dependent  on  a  formula  which  relies  exclusively  on  per  capita  income.  Since 
Massachusetts  per  capita  income  is  well  above  the  national  average,  federal 
financial  participation  is  50%,  the  minimum  level  under  AFDC. 

The  Program  in  Massachusetts 

The  Omnibus  Budget  Reconciliation  Act  of  1981  instituted  sweeping  cuts 
in  the  AFDC  program  which  were  felt  particularly  hard  in  Massachusetts.  As  a 
result  of  OBRA  changes,  an  estimated  25,000  AFDC  families  were  dropped  from 
the  welfare  rolls  and  another  11,000  families  experienced  benefit  reductions. 
Overall,  OBRA  resulted  in  annualized  benefit  cuts  of  $85  million  according  to 
a  Department  of  Public  Welfare  estimate. 

Although  the  Reagan  Administration  has  sought  further  reductions  in  the 
program  since  OBRA,  the  Congress  has  consistently  rejected  these  proposals. 
Instead,  it  has  voted  to  partially  restore  some  of  the  benefit  cutbacks, 
especially  for  the  working  poor  who  were  particularly  hard  hit  by  OBRA. 

Recognizing  the  plight  of  the  Commonwealth's  poorest  citizens,  the 
Dukakis  Administration  has  joined  the  state  legislature  to  expand  AFDC 
benefits  in  the  Commonwealth.  Many  of  these  increases  are  a  direct  response 
to  severe  income  gaps  left  by  the  1981  Federal  cutbacks  and  were  funded 
entirely  at  state  cost.  Among  the  initiatives  enacted  since  FY' 83,  the 
Commonwealth  has  provided: 

*  Cost-of-living  increases  totalling  47%,  including  an  increase  in 
the  annual  clothing  allowance  for  each  child  from  $75  to  $150. 

*  Supplemental  benefits  which  compensate  for  the  federally-mandated 
two-month  delay  in  benefit  increases  when  a  family  experiences  a 
loss  of  income,  for  example  by  losing  a  job. 
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Aid  to  pregnant  women  with  no  other  dependents  in  the  first  two 
trimesters  of  their  pregnancy; 

Family  reunification  benefits  to  help  mothers  whose  child  has  been 
temporarily  placed  in  foster  care  to  ensure  that  the  mother  is  able 
to  maintain  a  home  for  the  child  to  return  to. 


Quality  control 

Adopted  in  the  mid-sixties,  the  quality  control  (QC)  system  was 
originally  designed  to  help  states  identify  administrative  improvements  in 
their  program  and  thereby  reduce  their  error  rates.  Indeed,  between  FY '73  and 
FY* 83,  the  national  AFDC  error  rate  declined  from  16.5%  to  6.5%. 

Beginning  in  1981,  however,  the  Administration,  with  Congressional 
approval,  began  assessing  fiscal  sanctions  against  states  failing  to  meet 
national  error  rate  targets,  despite  deficiencies  in  the  QC  system  that  tend 
to  seriously  overstate  error  in  the  AFDC  program.  The  Commonwealth  faces  $27 
million  in  fiscal  sanctions  for  prior  years  even  though  the  Department's  error 
rate  is  now  below  3%.  This  figure  represents  a  level  of  accuracy  comparable, 
if  not  superior  to,  that  expected  in  the  private  sector,  and,  for  the  first 
time,  puts  the  state  at  the  Federal  tolerance  level.  This  achievement  is 
considerable  given  the  widely  recognized  shortcomings  of  the  present  QC  system. 

Reacting  to  the  assessment  of  fiscal  sanctions  based  an  a  flawed  measure 
of  program  accuracy,  Massachusetts  joined  most  other  states  in  urging  Congress 
to  reform  the  quality  control  system.  In  response,  Congress  ordered  a  two 
year  moratorium  on  collection  of  QC  penalties  pending  results  of  a  study  by 
the  National  Academy  of  Sciences.  This  moratorium  is  due  to  expire  on  June 
30,  1988.  In  anticipation  of  resumed  collection  of  penalties,  Massachusetts, 
along  with  other  states,  is  urging  renewed  Congressional  attention  to 
legislative  reform  of  the  quality  control  system. 


FY1 89  Budget  Proposal 

FY  '81 

FY  '87 

FY  '88 

Proposed 
•  FY  '89 

National 
%  Change 

7.625  B 

8.747  B 
14.7% 

8.825  B 
0.9% 

8.686  B 
-1.6% 

State  Share 
%  Change 

260  M 

247  M 
-5.0% 

274  M 
10.9% 

292  M 
6.7% 

State  Match 
%  Change 

242  M 

247  M 
2.0% 

274  M 
10.9% 

292  M 
6.7% 

MA.  TOTAL 
%  Change 

502  M 

494  M 
1.2% 

548  M 
10.9% 

584  M 
6.7% 
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The  President's  FY' 89  budget  proposal  provides  $8,686  billion  for 
benefit  payments  for  the  AFDC  program,  a  $139  million  reduction  from  the  FY' 8 8 
level.  This  decrease  is  due  to  resumed  collection  of  AFDC  fiscal  sanctions  at 
a  level  of  $349  million  dollars.  As  mentioned  above,  Massachusetts  would  face 
$27  million  in  fiscal  sanctions  should  collection  resume  under  the  existing 
quality  control  system. 

Welfare  Reform 

Although  no  new  legislation  is  proposed  as  part  of  the  budget  request 
for  AFDC,  the  Administration  continues  to  support  federal  welfare  reform 
legislation,  The  AFDC  Employment  and  Training  Reorganization  Act  of  1987  (H.R. 
3200  and  S.  1655).  This  pending  legislation  would  reform  AFDC  work  and 
training  programs,  strengthen  the  Federal-State  child  support  enforcement 
system  and  provide  broad  flexibility  to  States  to  test  alternatives  to  current 
programs  which  support  low-income  families  and  individuals.  The  President's 
budget  request  includes  $168  million  in  new  spending  for  the  first  year  of 
this  program. 

The  legislation  proposed  by  the  administration  is  inadequate  due  to  the 
meager  investment  in  the  work  and  training  program  and  the  lack  of  funding  for 
support  services  such  as  day  care  and  health  insurance.  In  addition,  the 
broad  waiver  authority  given  to  the  states  does  not  provide  basic  protections 
to  those  who  receive  public  assistance. 

Two  alternative  proposals  are  pending  in  Congress.  The  Family  Welfare 
Reform  Act  of  1987  (H.R.  3644)  was  approved  by  the  House  of  Representatives  in 
December  1987,  and  The  Family  Security  Act  (S.  1511)  is  currently  under 
consideration  in  the  Senate.  Both  of  these  proposals  provide  the  necessary 
federal  matching  funds  for  education,  training  and  work  programs  and  provide 
funding  for  critical  support  services  that  enable  states  to  provide 
participants  genuine  employment  opportunities.  (See  Work  Incentive  Program 
for  further  discussion  of  work  and  welfare  reform  proposals.) 
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WORK  INCENTIVE  PROGRAM  (WIN)  (HHS) 

Program  Description 

Authorized  by  the  Social  Security  Act,  the  primary  objective  of  the  Work 
Incentive  Program  is  to  promote  self  sufficiency  among  AFDC  recipients.  To 
achieve  this  goal,  WIN  provides  welfare  recipients  with  employment  and 
training  services,  child  care,  and  other  support  services. 

In  general,  all  able  bodied  AFDC  recipients  between  the  ages  of  16  and 
65  must  register  for  WIN  as  a  condition  of  grant  eligibility.  Single  parent 
families  with  children  less  than  6  years  of  age  are  among  the  categories  of 
recipients  who  are  excluded  from  this  requirement. 

The  WIN  Program  is  90%  federally  reimbursed  with  a  ceiling  placed  on 
funding  available  to  states  for  a  given  year. 

The  Omnibus  Budget  Reconciliation  Act  modified  the  program  by  allowing 
states  to  pilot  WIN  demonstration  projects.  Under  the  WIN  demo  authority, 
states  may  opt  to  administer  the  program  through  a  single  state  agency.  Prior 
to  OBRA,  a  dual  administrative  structure  with  responsibilities  shared  by  a 
state's  employment  and  welfare  agencies  was  required.  WIN  demo  authority  also 
provided  the  states  with  more  flexibility  in  the  design  of  their  employment 
program. 

The  Program  in  Massachusetts 

In  October  1983,  the  Commonwealth  received  federal  approval  and  began 
implementation  of  a  new  Employment  and  Training  (ET  CHOICES)  program. 
Initiated  as  an  amendment  to  the  states' s  WIN  demo  project,  ET  CHOICES 
transforms  past  WIN  efforts  by  focusing  on  more  cost  effective  employment 
strategies,  limiting  the  punitive  nature  of  the  program,  and  providing 
sufficient  training  and  education  funds  and  support  services.  Though 
administered  by  the  Department  of  Public  Welfare,  DPW  is  working  closely  with 
the  Division  of  Employment  Security,  the  Executive  Office  of  Economic  Affairs, 
Bay  State  Skills  Corporation  and  state  education  agencies  to  achieve  its 
programmatic  goals. 

ET  provides  welfare  recipients  in  certain  targeted  categories  with 
career  planning  services,  job  related  skills  training  and  job  placement 
assistance,  and  supported  work  opportunities.  In  addition,  support  services, 
such  as  child  care  and  transportation,  are  available  so  that  AFDC  clients  can 
avail  themselves  of  these  options.  In  targeting  its  services,  ET  gives 
priority  to  program  volunteers,  AFDC  parents  of  children  between  ages  14-18, 
two  parent  AFDC  families,  recipients  on  the  caseload  for  two  or  more  years, 
teenage  AFDC  parents  and  teenage  children  of  AFDC  parents. 

In  FYS88  the  State  plans  to  spend  roughly  $90  million  for  ET  services, 
including  over  $37  million  for  day  care.  Of  this  amount,  roughly  $3  million 
will  come  from  the  WIN  Demonstration  grant,  down  from  the  $8.4  million  level 
received  in  previous  years.  An  additional  $6  million  represents  Federal 
reimbursement  for  job  search  activities  available  through  Title  IV-A  of  the 
Social  Security  Act  and  $12  million  from  the  federal  Food  Stamp  ET  program. 
The  remainder,  or  $72  million,  represents  the  state  investment  in  the  ET 
CHOICES  program. 
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To  date,  the  ET  CHOICES  program  has  enjoyed  great  success: 

•  ET  has  placed  over  45,000  welfare  recipients  into  unsubsidized  full 
and  part-time  jobs,  primarily  in  the  private  sector.  More  than 
8,000  Massachusetts  firms  have  hired  ET  graduates. 

•  The  state's  AFDC  caseload  has  declined  by  5%  since  the  program 
began,  despite  the  fact  that  welfare  benefits  have  increased  by  47% 
since  1983. 

•  The  average  starting  salary  for  full-time  ET  placements  is  $13,500 
per  year,  nearly  twice  the  maximum  yearly  welfare  grant  of  $6,900 
per  year. 

•  80%  of  the  ET  full-time  jobs  provide  health  insurance. 

•  Of  those  who  go  off  welfare  through  ET,  86%  are  still  off  welfare 
one  year  later. 

•  After  deducting  the  cost  of  the  program,  ET  saved  an  estimated  $132 
million  in  1987  in  reduced  welfare  benefits  and  new  revenues  from 
Social  Security  contributions  and  income  and  sales  taxes. 

•  The  average  length  of  stay  on  welfare  has  declined  25%  since  the 
program  began,  suggesting  that  ET  is  sucessfully  attacking  long 
term  welfare  dependency. 

In  every  year  since  1983,  President  Reagan  has  proposed  elimination  of 
the  WIN  program.  Congress  typically  rejected  these  proposals,  voting  instead 
to  level  fund  the  program.  However,  in  FY' 86,  Congress  acted  to  reduce 
funding  for  WIN  from  $267  million  to  $220  million,  a  17%  decrease.  In  FY'87, 
Congress  voted  a  further  reduction  to  $110  million  for  the  first  three 
quarters  of  FY'87,  with  language  encouraging  Congress  to  adopt  work  and 
welfare  reform  legislation  to  replace  the  WIN  program.  When  it  appeared  that 
such  legislation  would  not  be  in  place  by  the  June  expiration  date  for  WIN 
funding,  Congress  made  a  supplemental  appropriation  of  $26  million  dollars  to 
carry  the  program  through  the  last  quarter  of  FY'87.  Then,  in  December  of 
last  year,  Congress  reduced  funding  even  further  to  $92.6  million  for  four 
quarters  and  repeated  its  call  for  work  and  welfare  reform  legislation. 


FY1 89  Budget  Proposal 

FY  '81 

FY  '87 

FY  '88 

Proposed 
FY'  89 

National 
%  Change 

365  M 

126  M 
-65% 

92.6  M 
-27% 

-  0  - 
-100% 

State  Share 
%  Change 

11  M 

4.1  M 
-63% 

3.0  M 
-27% 

-  0  - 
-100% 
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As  in  past  years,  the  Administration's  FY '88  budget  proposes  elimination 
of  the  WIN  program.  In  its  place,  the  Administration  is  supporting  the  AFDC 
Employment  and  Training  Act  of  1987.  (See  AFDC  description.)  Under  this 
legislation's  work  and  training  program,  teenage  AFDC  recipients  would  be 
encouraged  to  remain  in  or  return  to  school,  and  older  participants  to 
participate  in  a  variety  of  employment  and  training  activities  designed  to 
improve  their  employment  status. 

However,  the  bill  also  mandates  unrealistic  participation  levels  for  the 
work  program  and  provides  a  capped  appropriation  instead  of  federal  matching 
funds.  This  would  have  the  practical  effect  of  forcing  states  to  run  large 
numbers  of  welfare  recipients  through  inexpensive  job  search  programs  and 
would  not  allow  states  to  develop  comprehensive  education,  training  and 
employment  programs. 

Two  alternative  congressional  proposals  are  based  upon  the  success  of 
programs  such  as  Massachusetts'  ET  Choices.  The  Family  Welfare  Reform  Act  of 
1987  (H.R.  3644)  was  approved  by  the  House  of  Representatives  in  1987.  This 
proposal  requires  states  to  establish  education,  training,  and  work  programs 
with  a  range  of  activities  and  provides  federal  match  for  such  programs.  The 
bill  also  authorizes  federal  reimbursement  for  part  of  day  care  expenses  for 
participants  during  the  program  and  for  one  year  after  taking  a  job.  The 
Family  Security  Act  (S.  1511)  is  currently  under  consideration  by  the  Senate. 
This  proposal  requires  a  work  program  with  provisions  similar  to  the  House 
bill  and  also  provides  Medicaid  coverage  for  six  months  for  those  who  leave 
the  welfare  rolls  to  take  a  job. 

Until  such  time  as  work  and  welfare  legislation  can  be  enacted  and 
federal  matching  funds  are  made  available,  it  is  critical  that  WIN  funding  be 
continued  so  that  States  can  maintain  their  present  efforts  at  providing 
genuine  employment  opportunities  to  welfare  recipients. 
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CASH  INCOME:  WELFARE  VS.  WAGES 
FISCAL  YEAR  1988 


$14,000  — 


$12,000  — 
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$8,000  — 


$6,000  — 


$4,000  — 


$2,000  — , 


0 


Maximum 

AFDC 

Grant* 


$6,900 


Starting 
Income  ** 
from 
Average 

ET 

Full  Time 

Job 


$13,500 


*    For  average  family  of  three. 
**   Starting  income  does  not  include  health  insurance  and  other  fringe  benefits 
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MEDICAID  {BBS) 

Program  Description 

The  Medicaid  program  provides  medical  services  to  low-income  persons, 
particularly  members  of  AFDC  families,  the  aged,  blind,  and  disabled. 

Rather  than  directly  providing  health  care  services,  Medicaid  reimburses 
medical  care  providers  for  services  rendered.  In  accordance  with  federal 
regulations,  states  are  required  to  provide  a  broad  set  of  medical  services  to 
recipients.  These  mandatory  services  include  inpatient  and  outpatient 
hospital  care,  skilled  nursing  home  care,  physician  services,  home  health 
care,  dental,  and  preventive  health  care.  Massachusetts'  optional  services 
include  prescribed  drugs,  intermediate  care  nursing  homes,  mental  health  care, 
and  transportation  to  obtain  medical  services. 

The  eligibility  standards  for  Medicaid  are  based  on  income  and  financial 
resources.  AFDC  and  SSI  recipients  are  automatically  eligible  for  the 
program.  In  Massachusetts,  nearly  four-fifths  of  Medicaid  recipients  receive 
AFDC  or  SSI.  All  foster  children,  and  participants  in  the  Refugee  Settlement 
program,  are  likewise  eligible.  Massachusetts  has  also  opted  to  provide 
benefits  to  those  determined  to  be  medically  needy.  Households  with  major 
medical  expenses,  except  for  able-bodied,  childless  individuals  between  the 
ages  of  21  and  65,  can  qualify  as  medically  needy  if  their  net  income,  after 
medical  expenses,  falls  below  established  levels. 

The  Health  Care  Financing  Administration  (HCFA)  of  the  Department  of 
Health  and  Human  Services  is  responsible  for  monitoring  states'  compliance 
with  the  federal  Medicaid  regulations.  Each  state  must  comply  with  federal 
regulations  to  receive  federal  reimbursement  for  Medicaid  expenditures. 

The  Program  in  Massachusetts 

Medicaid  is  funded  by  the  state  and  Federal  governments  and  administered 
by  the  Massachusetts  Department  of  Public  Welfare.  With  combined 
Federal-state  expenditures  of  more  than  $1.9  billion  in  Federal  FY' 88, 
Medicaid  is  the  largest  single  item  in  the  state's  budget.  Given  the 
comprehensive  package  of  health  services  provided  to  low-income  families  by 
Massachusetts'  Medicaid  program,  the  Commonwealth,  with  2.4%  of  the 
population,  accounts  for  roughly  3.4%  of  total  national  Medicaid  expenditures. 

In  FY '88,  in  the  average  month  over  269,000  households  will  receive 
Medicaid  benefits  in  the  Commonwealth.  Most  Medicaid  recipients  —  an 
estimated  65%  —  are  children  in  impoverished  families  and  their  single  and/or 
unemployed  parents.  However,  since  these  families  typically  utilize  routine 
ambulatory  care  and  acute  hospital  care,  as  opposed  to  long-term  care,  they 
account  for  only  25%  of  the  state's  Medicaid  expenditures.  On  the  other 
hand,  elderly  and  disabled  recipients  who  need  and  require  long-term  care 
services,  comprise  35%  of  Medicaid  recipients  but  account  for  75%  of  program 
expenditures. 
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Since  FY '82,  the  rate  at  which  Massachusetts  has  been  reimbursed  by  the 
Federal  government  for  Medicaid  expenditures  has  declined.  The  Federal 
financial  participation  (FFP)  rate  is  determined  by  the  per  capita  income  of  a 
state  compared  to  the  national  average.  Due  to  the  relative  strength  of 
Massachusetts'  economy,  the  Commonwealth's  Medicaid  FFP  rate  has  dropped  from 
53.6%  in  FY '82- '83  to  50%,  the  minimum  level  of  reimbursement  set  in  the 
Medicaid  statute. 

Health  Choices 

In  early  FY '87,  with  legislative  support,  the  Department  of  Welfare 
initiated  the  Health  Choices  program.  The  Department  designed  Health  Choices 
as  part  of  an  effort  to  restructure  the  existing  Medicaid  program  from  a 
predominantly  fee-for-service  system,  which  does  not  provide  any  incentives  to 
control  costs  or  ensure  appropriate  utilization  of  health  care  services,  to  a 
system  that  will  better  ensure  comprehensive,  high-quality  health  care 
delivered  in  a  more  cost-effective  fashion. 

The  Health  Choices  program  is  intended  to  provide  Medicaid  recipients 
with  the  same  health  insurance  options  available  to  privately  insured  citizens 
of  the  Commonwealth.  Specifically,  families  choose  health  coverage  from  among 
the  following  plans:  prepaid  medical  care  provided  through  community  health 
centers  and  group  practices;  Health  Maintenance  Organizations  (HMOs);  private 
health  insurance  (negotiations  underway);  and  basic  Medicaid. 

Since  its  implementation,  the  Health  Choices  program  has: 

•  enrolled  almost  25,000  recipients  in  managed  health  care  programs; 

•  signed  contracts  with  all  20  HMOs  in  Massachusetts; 

•  developed  a  new  managed  care  program  with  community  health  centers; 

•  provided  a  total  $500,000  in  grants  to  approximately  20  health 
centers  to  develop  managed  care  capacity. 

Kaileigh  Mulligan  Home  Care  Program  for  Disabled  Children 

In  November  of  1987,  the  Welfare  Department  took  advantage  of  an 
optional  federal  program  to  waive  parental  income  in  determining  Medicaid 
eligibility  for  severely  disabled  children  being  cared  for  at  home.  The 
program  corrects  a  perverse  incentive  in  Medicaid  eligibility  regulations 
which  provides  Medicaid  coverage  for  these  children  if  they  are 
institutionalized,  but  not  if  their  parents  care  for  them  at  home.  The 
program  is  expected  to  provide  home  health,  nursing,  therapy,  and  other  care 
to  250-400  severely  and  chronically  disabled  children,  as  an  alternative  to 
costly  nursing  home  and  other  institutional  care. 
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FY '89  Budget  Proposal 


FY  '81 

FY  '87 

FY  '88 

Proposed 
FY  '89 

16.15  B 

26.0  B 
61% 

29.1  B 

12% 

31.1  B 
7% 

598  M 

900  M 
51% 

992.5  M 
10% 

979  M 
-1% 

558  M 

900  M 

61% 

992.5  M 
10% 

979  M 

-1% 

1.156  B 

1.8  B 
56% 

1.985  B 
10% 

1.958  B 
-1% 

National 
%  Change 

State  Share  of 
Federal  Reimbursement 
%  Change 

State  Match 
%  Change 

Total  -  Massachusetts 
%  Change 

The  Administration's  FY' 89  budget  does  not  contain  any  major  legislative 
proposals  to  reduce  Medicaid  spending  in  the  upcoming  fiscal  year.  This 
represents  a  significant  departure  from  past  budgets  which  have  typically 
proposed  a  restrictive  cap  on  Federal  reimbursement  to  states  for  the  Medicaid 
program.  Congress  has  consistently  resisted  attempts  by  the  Administration  to 
cut  Medicaid,  voting  instead  to  expand  eligibility  and  services,  particularly 
for  low-income  pregnant  women  and  children.  Abandonment  of  the  cap  proposal 
is  consistent  with  the  White  House-Congressional  Budget  compromise  negotiated 
last  year  which  included  Medicaid  as  one  of  the  high  priority  programs 
protected  from  future  budget  reductions. 

The  Administration's  budget  proposal,  however,  does  contain  a  number  of 
regulatory  and  other  administrative  initiatives  designed  to  reduce 
expenditures  for  the  Medicaid  program  by  $413  million  in  1989.  These  proposal 
include: 

Ambulatory  and  Same  Day  Surgery  and  Preadmission  Testing.  HHS  will 
propose  rules  to  encourage  states  to  adopt  ambulatory  surgery  and 
pre-admission  testing  programs.  Savings:  $31  million  in  1989. 

Medicaid  Management  Information  System  (MMIS)  Funding  Restrictions. 
This  proposal  would  redefine  the  term  "Mechanized  Claims  Processing  and 
Information  Retrieval  System"  to  specify  and,  thereby,  limit  systems  for 
which  HHS  offers  enhanced  matching  in  excess  of  the  50%  matching  rate. 
Savings:  $61  million  in  1989. 

Medically  Needy  Income  Level.  This  initiative  would  revise  current 
regulations  to  provide  that  if  a  state's  AFDC  plan  contains  a  payment 
level  for  one  person,  the  state  must  base  the  medically-needy  income 
level  for  one  person  on  133-1/3  percent  of  the  AFDC  amount  ordinarily 
paid  to  one  person  in  order  for  Federal  matching  payments  to  be 
available.  Savings:  $45  million  in  1989. 
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Limit  the  Use  of  Donations.  HHS -would  limit  the  use  of  donations  as  the 
state  share  of  Medicaid  expenditures.  Savings:  $176  million. 

Lien  and  Estate  Recovery.  HHS  will  issue  regulatory  and  administrative 
guidelines  to  encourage  states  to  recover  from  Medicaid  recipients' 
assets  and  estates  and  to  deny  eligibility  because  of  inappropriate 
transfer  of  assets.  Savings:  $70  million. 

End  Federal  Matching  Payments  for  Non-Medical  Services  in  ICF/MRs.  HHS 
would  take  administrative  and  regulatory  action  to  assure  that  Federal 
payments  are  only  for  medical  care  and  not  for  "non-medical"  care  in 
Intermediate  Care  Facilities  for  the  Mentally  Retarded  (iCF-MRs). 

To  a  significant  extent,  the  Massachusetts  impact  of  these  proposals 
would  depend  on  the  actual  language  used  in  translating  them  into  regulations 
and  administrative  directives.  For  instance,  the  MMIS  initiative  could  cost 
the  Commonwealth  up  to  $4  million  depending  upon  the  manner  in  which  the 
regulation  is  written.  Similarly,  the  language  used  to  define  "non-medical" 
services  would  determine  the  extent  to  which  these  regulations  affect  persons 
in  institutional  care.  Thus,  it  is  difficult  to  gauge  the  impact  of  these 
Administration  proposals. 

In  addition  to  these  regulatory  initiatives,  at  least  one  Medicare 
proposal  is  expected  to  have  a  future  impact  on  the  state  Medicaid  budget.  In 
Massachusetts,  the  Medicaid  program  pays  all  the  coinsurance  and  deductibles 
for  Medicare  recipients  who  are  also  eligible  for  Medicaid  benefits.  Since 
1984,  the  premiums  for  the  Medicare  Part  B  program,  which  covers  primary  and 
outpatient  care,  has  been  set  at  25%  of  program  costs  for  aged  beneficiaries. 
In  1990,  however,  the  premium  methodology  is  scheduled  to  revert  to  that  in 
effect  prior  to  1984,  whereby  the  percentage  increase  in  the  premium  is  linked 
to  the  Social  Security  COLA.  The  Administration's  FY' 89  Budget  proposes  to 
make  the  25%  beneficiary  share  of  the  program  a  permanent  feature  of  the 
Medicare  program.  Beginning  in  1990,  this  proposal  would  increase  the  cost  of 
Medicare  Part  B  coverage  for  those  who  are  not  Medicaid  eligible  as  well  as 
increase  state  Medicaid  costs  on  behalf  of  those  individuals  in  Massachusetts 
who  are  eligible  for  Medicare  and  Medicaid  services. 
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FOOD  STAMPS  (DSDA) 

Program  Description 

The  Food  Stamp  Program  provides  low-income  families  with  the  resources 
to  obtain  necessary  basic  food  items.  To  cover  costs  of  purchasing  food 
items,  coupons  are  provided  to  income-eligible  households  to  ensure  that  a 
minimum  level  of  resources  are  available. 

Allocations  of  food  stamps  are  made  on  a  monthly  basis,  with  the  amount 
determined  according  to  household  size  and  level  of  income.  While  federal 
government  funding  for  the  food  stamps  is  100%,  administrative  costs  are 
shared  on  a  50/50  basis  by  the  state  and  federal  governments. 

Eligibility  for  the  Food  Stamp  Program  is  dependent  upon  income  level 
rather  than  categorical  eligibility  requirements.  Families  with  gross  incomes 
below  130%  of  the  poverty  level  as  established  by  the  Office  of  Management  and 
Budget  for  a  given  household  size  are  eligible  for  Food  Stamp  benefits  if  they 
meet  net  income  and  assets  tests.  Only  families  which  include  either  elderly 
or  disabled  individuals  are  exempt  from  the  aforementioned  eligibility 
criterion.  In  such  cases,  eligibility  is  established  by  comparing  the  net 
income  of  the  individual  to  the  net  income  standards  for  the  household. 

New  amendments  passed  by  Congress  in  December,  1985  as  part  of  the  Food 
Stamp  Reauthorization,  contained  certain  benefit  increases  for  Food  Stamp 
recipients.  The  changes  included  an  increase  in  asset  limits,  increased 
deductions  for  child  care  and  shelter  expenses,  and  restoration  of  the  earned 
income  disregard  to  20%  of  earnings.  The  amendments  also  established  a  new 
employment  and  training  program  for  Food  Stamp  recipients  to  replace  the  old 
and  ineffective,  work  registration  rules  then  in  effect. 

The  Program  in  Massachusetts 

In  FY1 88,  the  Commonwealth  will  issue  Food  Stamp  coupons  to 
approximately  129,000  households  per  month,  consisting  of  roughly  300,000 
individuals.  This  reflects  the  continuing  decline  in  the  Food  Stamp  caseload, 
which  has  dropped  from  a  high  of  185,000  families  in  FY' 82.  The  decline  in 
the  Commonwealth's  Food  Stamp  caseload  can  be  attributed  to  a  number  of 
factors  including,  the  implementation  of  OBRA  in  FY' 82  which  drastically 
reduced  Food  Stamp  benefits  and  restricted  eligibility,  declining  public 
assistance  caseloads,  and  a  strong  Massachusetts  economy. 

Federal  Food  Stamp  benefits  distributed  in  the  Commonwealth  are  expected 
to  be  $133  million  in  FY '88  with  52%  being  provided  to  AFDC  households,  14%  to 
General  Relief  households,  23%  to  SSI  households,  10%  to  Non-Public  Assistance 
(NPA)  households  and  1%  to  Refugee  Assistance  households. 

The  average  Food  Stamp  allotment  for  a  Massachusetts  household  receiving 
assistance  was  about  $86  a  month  during  the  first  half  of  FY  '88.  This 
allotment  requires  budgeting  less  than  $1.25  per  person  per  day.  Clearly, 
this  level  of  assistance  can  only  supplement  and  not  support  an  adequate  diet. 
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FY  '87 

FY  '88 

Proposed 
FY'  89 

11.621  B 
2% 

12.639  B 
9% 

12.682  B 
0.3% 

142  M 
-25% 

133  M 

-6% 

135  M 

1.5% 

In  response  to  the  requirement  that  states  establish  Food  Stamp  and  ET 
Programs,  Massachusetts  submitted  and  received  approval  for  a  Food  Stamp  ET 
plan  to  provide  services  to  Food  Stamp  recipients.  In  addition  to  funding 
expanded  services  for  previously  unserved  Food  Stamp  recipients  also  on  AFDC 
or  GR,  the  Food  Stamp  ET  program  will  fund  375  skills  training  slots  for 
non-publicly  assisted  (NPA)  Food  Stamp  recipients.  In  addition,  NPA 
recipients  will  be  referred  to  education,  supported  work,  and  job  placement 
programs  funded  through  other  sources.  In  FY* 89,  it  is  estimated  that  600  NPA 
Food  Stamp  recipients  will  be  placed  into  unsubsidized  full-time  jobs. 

FY '89  Budget  Proposal 

FY  '81 

National       11.4  B 
%  Change 

State  Share    190.5  M 
%  Change 

Food  Stamps  Budget  Proposal 

In  FY' 89,  the  President  proposes  $12,682  billion  for  the  Food  Stamp 
program,  an'  increase  of  $43  million  over  FY' 88.  It  is  estimated  that  this 
level  is  sufficient  to  fund  the  program  at  current  services  levels.  The  FY '89 
figure  incorporates  a  modest  increase  in  Food  Stamp  benefits  to  reflect 
inflation  as  well  as  an  anticipated  decline  in  program  participation  due  to 
lower  unemployment.  Unlike  past  budgets,  the  FY' 89  plan  does  not  contain 
proposals  to  cut  Food  Stamp  benefits  or  limit  program  eligibility. 

The  Administration's  budget  does  assume  the  collection  of  $162  million 
in  quality  control  fiscal  sanctions  assessed  against  state  governments  in 
prior  years  for  Food  Stamp  benefits  issued  above  error  rate  tolerance  levels. 
As  mentioned  in  the  AFDC  section,  the  quality  control  (QC)  system  used  to 
evaluate  the  major  income  assistance  programs  has  come  under  great  scrutiny 
because  of  serious  flaws  in  measurement  methods.  Concerns  about  system 
weaknesses  led  Congress  to  initiate  a  major  review  of  the  QC  program  and  to 
impose  a  moratorium  on  the  collection  of  fiscal  sanctions  pending  completion 
of  this  review.  The  Commonwealth,  in  conjunction  with  other  states,  is 
currently  working  on  legislation  to  redesign  the  QC  system  so  that  it  more 
accurately  measures  state  performance  in  the  administration  of  income 
assistance  programs. 
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WOMEN,  INFANTS,  AND  CHILDREN  (WIC)  (OSDA) 

Program  Description 

WIC  is  a  federally  funded  supplemental  food  and  nutrition  education 
program  serving  low  income  women,  infants,  and  children.  The  purpose  of  the 
program  is  to  promote  growth  and  development  through  nutrition  during  certain 
critical  periods  of  physical  development. 

WIC  participants  receive  a  set  of  vouchers  each  month  for  specific  foods 
of  high  nutritional  value,  such  as  iron  fortified  infant  formula,  milk  and 
eggs.  These  vouchers  can  be  redeemed  at  local  grocery  stores  and  pharmacies 
which  contract  with  the  state  WIC  program.  In  addition,  information  is 
provided  to  WIC  mothers  to  help  them  care  for  their  nutritional  needs  and 
those  of  their  family. 

Eligibility  for  WIC  is  limited  to  pregnant,  breast  feeding  and 
post-par  turn  women,  as  well  as  to  children  under  the  age  of  5  who  are 
identified  as  nutritionally  at-risk  by  a  medical  evaluation.  Further, 
potential  recipients  must  have  an  income  under  185%  of  the  official  OMB 
poverty  level. 

WIC,  however,  is  not  an  entitlement  program.  Women  and  children  who 
satisfy  the  above  criteria  are  not  automatically  guaranteed  WIC  services. 
Rather,  the  number  of  eligible  recipients  who  can  actually  be  served  is 
contingent  on  a  particular  state's  federal  WIC  allotment.  Currently,  WIC 
reaches  about  48%  of  those  low  income  people  in  the  Commonwealth  who  are 
eligible  for  the  program. 

Evaluations  of  the  WIC  program  suggest  that  it  is  a  particularly 
cost-effective  program  in  terms  of  the  health  benefits  which  accrue  to 
recipients.  Results  from  a  Massachusetts  study  indicate  that  participation  in 
WIC  is  associated  with  a  marked  reduction  in  the  incidence  of  low  birth  weight 
infants.  Further,  it  is  estimated  that  for  each  dollar  spent  on  the  prenatal 
component  of  WIC,  three  dollars  in  hospitalization  costs  are  averted. 

The  Program  in  Massachusetts 

The  Massachusetts  WIC  program  has  grown  steadily  over  the  past  few 
years,  with  caseloads  more  than  doubling  from  31,500  to  69,800  between  FY' 82  - 
FY' 88.  Part  of  this  can  be  attributed  to  increased  Federal  resources 
allocated  by  Congress  for  the  WIC  program.  Despite  opposition  from  the  Reagan 
Administration,  the  WIC  Program  has  doubled  in  size  since  1981  —  and  the 
Massachusetts  share  of  these  funds  has  risen  accordingly. 

Moreover,  Massachusetts  has  devoted  state  resources  to  expand  the  WIC 
program.  In  response  to  the  findings  of  the  Department  of  Public  Health's 
1983  Massachusetts  Nutrition  Survey,  which  concluded  that  chronic  malnutrition 
among  low-income  preschool  children  continues  to  be  a  significant  health 
problem,  the  Governor  proposed  and  the  State  Legislature  approved  $2.2  million 
in  state  dollars  for  expanding  the  WIC  program  in  FY' 84.  As  a  result, 
Massachusetts  became  the  first  state  in  the  nation  to  supplement  Federal  WIC 
dollars  with  state  funds.  This  appropriation  was  responsible  for  roughly  half 
of  the  17,000  participant  increase  in  FY' 84.  Eight  new  local  programs  were 
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supported  with  state  funding,  bringing  the  total  to  35  agencies  with  over  100 
sites  statewide  providing  WIC  services.  Since  1984,  the  amount  of  state  funds 
provided  to  the  WIC  Program  has  increased  steadily  to  $8.1  million  in  FY' 88. 


FY   '81 

FY   '87 

FY   *88 

Proposed 
FY  '89 

National 
%  Change 

900  M 

1.66  B 
84.4% 

1.80  B 
8.6% 

1.936** 
7.4% 

State  Share 
%  Change 

16.5  M 

27.7  M 
67.9% 

29.6  M 
6.9% 

30.9  M 
4.3% 

State  Supplemental 
%  Change 

6.9  M 

8.1  M 
17.4% 

8.1  M 
-  0  - 

State  Caseload* 

31,500 

68,500 

69,800 

69,800 

*             P.r\c\    of    vmt    i 
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include  cases  funded  with  state  dollars. 

FY' 89  proposed  funding  for  both  the  WIC  program  and  commodity 
supplemental  food  program. 


The  Administration  is  proposing  a  joint  appropriation  for  the  WIC  and 
Commodity  Supplemental  Food  Program  of  $1,936  billion  in  1989.  This  figure 
represents  a  4.3%  increase  over  funding  provided  for  these  two  programs  in 
FY' 88.  It  is  estimated  that  this  proposal  would  boost  the  Massachusetts  share 
of  the  WIC  program  to  roughly  $30.9  million,  an  increase  of  $1.3  million  over 
FY* 88.  While  this  level  of  funding  may  be  sufficient  to  maintain  current  WIC 
caseloads  —  both  nationally  and  in  Massachusetts  —  it  will  not  allow  for  any 
program  expansion  to  reach  the  sizable  proportion  of  income  eligible  families 
not  currently  receiving  nutritional  assistance. 
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SUPPLEMENTAL  SECURITY  INCOME  (HHS) 

Program  Description 

SSI  is  a  federally  administered,  but  partly  state-funded  income 
assistance  program  for  elderly  (65  and  older),  blind,  and  disabled  persons 
with  low-incomes.  This  program  is  designed  as  a  supplemental  source  of  income 
to  augment  other  benefits,  such  as  retirement  or  disability  entitlements,  that 
prove  to  be  insufficient.  However,  it  does  serve  as  a  basic  source  of  income 
for  those  recipients  who  do  not  have  any  other  source  of  financial  support. 

Benefit  levels  are  determined  by  calculating  the  difference  between  the 
amount  of  a  recipient's  "countable"  income,  such  as  wage  earnings  and  Social 
Security  benefits,  and  the  SSI  payment  standards.  These  standards  differ  for 
the  aged,  blind,  and  disabled,  and  according  to  a  recipient's  living 
arrangements.  For  example,  an  aged  or  disabled  individual  who  shares  living 
expenses  with  someone  else  or  lives  in  someone  else's  household  receives  lower 
benefits  than  an  aged  or  disabled  individual  who  resides  alone. 

The  Program  in  Massachusetts 

Although  SSI  is  a  federally-administered  program  with  nationwide 
standards,  states  may  opt  to  supplement  the  federal  payment.  Massachusetts  is 
one  of  43  states  with  such  a  supplemental  payment  program.  In  fact, 
Massachusetts'  supplemental  standard  is  the  fifth  highest  in  the  country, 
behind  Alaska,  California,  Connecticut  and  New  Jersey.  SSI  supplemental 
benefits  to  the  aged  and  disabled  are  funded  by  the  Department  of  Public 
Welfare  and  the  Massachusetts  commission  for  the  Blind  pays  the  state 
supplement  for  the  blind.  The  actual  state  and  federal  benefit  levels 
provided  to  various  types  of  recipients  are  shown  in  the  table  which  appears 
later  in  this  section. 

Massachusetts  pays  for  over  35%  of  the  total  SSI  program  in  the  state, 
even  though  SSI  is  a  federal  benefit  program  and  even  though  the  federal 
Social  Security  Administration  administers  both  the  federal  and  state  payments 
for  Massachusetts'  114,000  aged,  disabled  and  blind  recipients.  The  state's 
relatively  high  share  of  program  costs  is  a  result  of  the  method  used  to 
determine  benefits  combined  with  the  relatively  high  Massachusetts 
supplemental  standard.  In  calculating  SSI  benefits  a  recipient's  "countable" 
income  offsets  the  federal  standard  first;  only  after  the  federal  share  is 
reduced  to  zero  does  income  begin  to  offset  the  state  standard.  Recipients 
whose  "countable"  income  is  more  than  the  federal  SSI  payment  standard  but 
still  less  than  the  Massachusetts  payment  standard,  about  40%  of  the  caseload 
in  Massachusetts,  receive  only  a  state  supplement.  This  method  contrasts 
sharply  with  such  programs  as  AFDC,  where  each  dollar  of  recipient  income 
reduces  federal  and  state  contributions  equally. 
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FY '89  Budget  Proposal 


National 
%  Change 

State  Share  of 
Federal  SSI  Payments 
%  Change 

State  Supplemental 
%  Change 

Total  Massachusetts 
%  Change 


FY  '81 
6.5  B 

129  M 

125  M 
254  M 


FY  '87 

9.90  B 
52.3% 


216  M 
67.4% 

121  M 
-3.2% 

337  M 

32.7% 


FY  '88 

11.39  B 
15.0% 


222  M 

2.8% 

131  M 

8.3% 

353  M 

4.7% 


Proposed 
FY  '89 

11.36  B 
-0.3% 


221.4  M 
-0.3% 

128.0  M 
-2.3% 


349.4  M 
-1.0% 


The  President's  FY '89  budget  recommends  $11.36  billion  for  the  SSI 
program,  a  slight  decrease  from  FY '88  levels.  A  substantial  portion  of  the 
decrease  is  due  to  the  fact  that  FY '89  includes  12  monthly  benefit  payments 
compared  to  13  monthly  payments  in  FY' 88.  This  decrease  is  partially  offset 
by  a  4.2%  cost  of  living  adjustment  payable  in  January  1989  and  a  projected 
increase  of  121,000  SSI  recipients. 
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SSI  PAYMENT  STANDARDS  FOR  MASSACHUSETTS 
EFFECTIVE  JANUARY  1,  1988 


Individual 

Full  Cost  of  Living 
Federal  Payment 
State  Supplement 
Total  Standard 

Shared  Living  Expenses 
Federal  Payment 
State  Supplement 
Total  Standard 

Household  of  Another* 
Federal  Payment 
State  Supplement 
Total  Standard 

Rest  Home 
Federal  Payment 
State  Supplement 
Total  Standard 

Member  of  a  couple 

Full  Cost  of  Living 


Aged 


Disabled 


Blind 


$354.00 

128.82 

$482.82 

$354.00 

114.39 

$468.39 

$354.00 

39.26 

$393.26 

$354.00 

30.40 

$384.40 

$236.00 

104.36 

$340.36 

$236.00 

87.58 

$323.58 

$354.00 
171.58 

$354.00 
171.58 

$525.58 


$525.58 


$354.00 

149.74 

$503.74 


$354.00 

149.74 

$503.74 


$236.00 

267.74 

$503.74 


$354.00 

149.74 

$503.74 


Federal  Payment 
State  Supplement 
Total  Standard 

$266.00 

100.86 

$366.86 

$266.00 

90.03 

$356.03 

$266.00 

237.74 

$503.74 

Shared  Living  Expenses 
Federal  Payment 
State  Supplement 
Total  Standard 

$266.00 

100.86 

$366.86 

$266.00 

90.03 

$356.03 

$266.00 

237.74 

$503.74 

Household  of  Another* 
Federal  Payment 
State  Supplement 
Total  Standard 

$177.00 

107.90 

$284.90 

$177.00 

97.09 

$274.09 

$177.00 

326.74 

$503.74 

Rest  Home 
Federal  Payment 
State  Supplement 
Total  Standard 

$266.00 

252.58 

$518.58 

$266.00 

252.58 

$518.58 

$266.00 

237.74 

$503.74 

The  value  of  the  reduction  has  been  recognized  in  the  Federal  amount 
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MATERNAL  AND  CHILD  HEALTH  SERVICES  (BBS) 

BLOCK  GRANT  PROGRAM  (MCHSBG) 

Program  Description 

The  U.S.  Department  of  Health  and  Human  Services  administers  the 
Maternal  and  Child  Health  Services  Block  Grant  Program  which,  pursuant  to  the 
Omnibus  Budget  and  Reconciliation  Act  of  1981  (OBRA),  consolidated  the  Title  V 
formula  grants  for  Maternal  and  Child  Health  Services,  Services  to  Handicapped 
Children,  Supplemental  Security  Income  for  Disabled  Children,  Sudden  Infant 
Death  Syndrome,  Lead  Based  Paint  Poisoning  Prevention,  and  Adolescent 
Pregnancy  Grants  into  one  block  grant  to  the  other  states.  Funding  for 
Hemophilia  Treatment  Centers,  Genetics  Grants  Program,  and  other  special 
projects  were  consolidated  into  a  portion  of  the  block  grant  set  aside  at  the 
national  level. 

The  objectives  of  the  Maternal  and  Child  Health  Services  Block  Grant 
Program  are  to  provide  funds  to  states: 

•  to  assure  that  mothers  and  children,  especially  those  with 
low-income  or  limited  availability  to  health  services,  have  access 
to  quality  health  services; 

•  to  emphasize  preventive  measures,  such  as  those  to  reduce 
handicapping  conditions,  and  to  promote  the  health  of  mothers  and 
children  through  primary  pediatric  and  prenatal  care; 

•  to  provide  rehabilitative  services  to  blind  and  disabled  children 
eligible  for  Supplemental  Security  Income  (SSI)  under  Social 
Security;  and 

•  to  provide  comprehensive  services  to  handicapped  children. 

As  with  the  other  health  block  grants  created  by  OBRA,  the  price  for 
state  administration  of  the  block  grant  program  was  very  high,  since  overall 
funding  for  these  services  was  cut  from  a  national  level  of  $456  million  under 
the  categorial  programs  to  $372  million  in  the  first  year  of  the  block  grant. 

The  Program  in  Massachusetts 

Massachusetts'  Maternal  and  Child  Health  Services  Block  Grant  Program  is 
administered  by  the  Division  of  Family  Health  Services,  within  the  Department 
of  Public  Health.  Using  both  the  MCH  Block  Grant  and  State  funds,  DPH 
provides  an  wide  range  of  services  designed  to  assure  health  care  for 
high-risk  women,  infants,  and  children  and  to  prevent  death  and  disability, 
including:  prenatal,  pediatric  and  adolescent  programs;  preschool  and  school 
health  services;  lead  paint  poisoning  prevention  programs;  perinatal  programs, 
including  Sudden  Infant  Death  Syndrome  (SIDS),  Genetics  and  High-Risk  Infant 
Identification  and  Follow-Up;  and  community,  case-management  and  clinical 
services  for  handicapped  children. 
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In  the  face  of  Federal  cutbacks,  Massachusetts  has  developed  a  number  of 
policy  initiatives  designed  to  maintain  and  improve  maternal  and  child  health 
care  services  in  the  Commonwealth.  In  FY '86,  the  Commonwealth  began  the 
"Healthy  Start"  program  for  low-income  pregnant  women.  The  program  provides 
comprehensive  prenatal  and  post-par turn  care  for  uninsured,  pregnant  women  who 
are  ineligible  for  Medicaid  but  below  200%  of  the  poverty  line.  Since  its 
introduction  in  December  1985,  the  program  has  served  an  estimated  14,000 
low-income  pregnant  women  currently  without  health  care  coverage. 

FY' 89  Budget  Proposal 


FY  '81 


FY  '87 


FY  '88 


Proposed 
FY  '89 


National 
%  Change 


456.2  M 
Categorical 


497  M 
8.9% 


527  M 
6.0% 


561  M 
6.5% 


State  Share 
%  Change 


7.9  M 


9.20  M 
16.4% 


10.11  M 
9.9% 


10.76  M 
6.5% 


The  President's  FY '89  budget  recommends  funding  for  the  Maternal  and 
Child  Health  Block  Grant  of  $478  million.  This  represents  an  increase  in 
funding  of  6.5%  over  the  FY '88  level.  The  increase  is  due  to  the 
Administration's  concern  that  infant  mortality  rates  need  continued  and 
increased  attention,  particularly  among  poor  and  minority  populations. 
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REFUGEE  AND  ENTRANT  ASSISTANCE  PROGRAM  (HHS) 

Program  Description 

The  Refugee  and  Entrant  Assistance  Program  was  created  by  the  Refugee 
Act  of  1980,  which  amended  the  Immigration  and  Nationality  Act.  This  program 
is  intended  to  help  newly-arrived  refugees  adjust  to  their  new  lives  in  the 
United  States,  and  particularly  to  assist  them  to  become  economically 
self-sufficient.  Refugees  are  those  persons  who  have  fled  their  homelands 
because  they  are  subject  to  persecution  there;  the  federal  immigration  and 
Naturalization  Service  determines  whether  or  not  a  person  meets  the  U.S. 
definition.  The  federal  government  also  determines  the  number  of  refugees  to 
be  admitted  and  resettled  each  year. 

Under  this  program,  states  administer  the  provision  of  cash  and  medical 
assistance  and  social  services  to  refugees,  as  well  as  maintaining  local 
responsibility  for  the  care  of  refugee  children  who  arrive  in  the  state 
without  a  parent  or  guardian.  The  Family  Support  Administration's  Office  of 
Refugee  Resettlement  (ORR)  provides  reimbursement  or  grant  funds  to  states  for 
these  services  and  aid,  as  follows: 

•  The  state  share  of  AFDC,  Medicaid  and  SSI  supplemental  payments  for 
eligible  refugees,  during  the  first  24  months  following  their  entry 
into  the  United  States. 

•  100%  of  a  special  program  of  cash  and  medical  assistance  for  needy 
refugees  who  do  not  qualify  for  AFDC,  which  is  available  for  18 
months  after  arrival.  State-funded  general  assistance  cash  and 
medical  payments  (General  Relief)  for  these  non-AFDC  clients  are 
reimbursed  for  an  additional  6  months. 

•  100%  of  the  cost  of  providing  the  state's  range  of  child  welfare 
services  to  unaccompanied  refugee  minors,  including  foster  care, 
group  care  or  residential  treatment  according  to  their  needs. 

•  A  grant  for  social  services,  based  on  the  state's  population  of 
newly-arrived  refugees,  with  85%  of  funds  restricted  to  English 
language  training  and  employment-related  services.  This  grant  also 
includes  a  set-aside  for  refugee  community  self-help  groups 
("Mutual  Assistance  Associations")  as  social  service  providers. 

•  The  Targeted  Assistance  Grant  for  specified  counties  with  large 
numbers  of  refugees,  intended  to  increase  employment. 

•  Additional  grants  for  public  health  screening  of  new  arrivals, 
increasing  mental  health  services  and  supplemental  educational 
services  for  refugee  children. 

The  Program  in  Massachusetts 

In  Massachusetts,  refugee  programs  are  coordinated  and  directed  by  the 
Office  for  Refugees  and  Immigrants  (ORI),  a  section  of  the  Office  of  the 
Secretary  of  Human  Services  (EOHS).  ORI  allocates  the  funds  to  various  state 
agencies  through  interagency  agreements  and  contracts  with  local  service 
providers  in  the  following  manner: 
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Refugee  Cash  and  Medical  Assistance  (RCMA)  Under  an  agreement  with  ORI, 
the  Department  of  Public  Welfare  administers  temporary  cash  and  medical 
assistance  payments  to  support  newly-resettled  refugees  while  they  move 
toward  economic  independence. 

Refugee  Education  and  Employment  Program  (REEP)  Under  an  agreement  with 
ORI,  the  Division  of  Employment  Security  administers  a  program  to 
provide  refugees  with  English  language  instruction,  employment  services, 
and  related  support  services  such  as  child  care  and  transportation 
reimbursement . 

Unaccompanied  Refugee  Minors  Program  (URMP)  Under  an  agreement  with 
ORI,  the  Department  of  Social  Services  contracts  with  non-profit  service 
providers  for  substitute  care  services  and  case  management  services  to 
refugee  children  and  adolescents  who  enter  the  United  States 
unaccompanied  by  a  parent  or  immediate  relative. 

Refugee  Housing  Program  and  Public  Safety  Program  With  social  service 
funds,  ORI  supports  a  Program  Coordinator  for  Refugee  Issues  in  the 
Executive  Office  of  Communities  and  Development  (EODC),  to  reduce 
refugee  housing  problems  and  develop  bilingual  resource  materials.  ORI 
also  supports  a  Program  coordinator  for  Refugee  Affairs  in  relationship 
between  refugees  and  the  law  enforcement  system  and  to  develop  bilingual 
public  safety  materials  and  programs. 

Mutual  Assistance  Associations  ORI  has  supported  the  development  of 
fifteen  refugee  Mutual  Assistance  Associations,  which  provide 
orientation,  counseling,  crisis  intervention  and  other  services  to 
refugee  communities.  Some  of  these  also  provide  REEP  services. 

Refugee  Health  Program  Under  a  grant  from  the  Centers  for  Disease 
Control,  the  Department  of  Public  Health's  Division  of  Tubercolosis 
Control  uses  special  community  outreach  workers  to  provide  newly-arrived 
refugees  with  health  assessments,  education,  orientation  and  treatment 
compliance. 

Refugee  Mental  Health  Program  Department  of  Mental  Health  receives  a 
grant  from  the  National  institute  of  Mental  Health  to  increase  the 
state's  capacity  to  provide  culturally-appropriate  mental  health 
services  for  refugees. 

Education  for  Refugee  Children  The  Department  of  Education's  Bureau  of 
Transitional  Bilingual  Education  administers  a  direct  federal  grant 
which  provides  a  range  of  services  to  refugee  children,  including 
English  language  instruction  and  special  bilingual  programs. 

■ 

Federal  reimbursement  to  states  for  refugee  cash  and  medical  assistance 
has  been  curtailed  drastically  since  1981.  Under  the  Refugee  Act,  the 
reimbursement  period  for  Refugee  Cash  and  Medical  Assistance  is  36  months, 
subject  to  appropriation.  As  of  March  1,  1986,  the  Gramm-Rudman  legislation 
reduced  reimbursment  for  AFDC,  Medicaid  and  SSI  supplemental  payments  to  31 
months.  Under  the  FY' 88  Continuing  Resolution,  reimbursment  was  cut  to  24 
months,  effective  February  1,  1988. 
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Temporary  cash  and  medical  assistance  for  refugees  not  eligible  for  AFDC 
was  originally  available  for  36  months  after  arrival.  This  was  cut  to  18 
months  in  1982.  Reimbursement  for  General  Relief  was  reduced  from  18  to  13 
months  by  Gramm-Rudman  Hollings,  and  reduced  again  to  6  months  as  of  February 
1,  1988. 


FY '89  Budget  Request 


Cash  and  Medical  Assistance 
National 
%  Change 

State  Share 
%  change 


State  Administration 
National 
%  Change 

State  Share 
%  Change 


Employment  Services 
National 
%  Change 

State  Share 
%  Change 


Targeted  Assistance 
National 
%  Change 

State  Share 
%  Change 


FY'  87 

FY'  88 

Proposed 
FY'  89 

225  M 

207  M 

-8.0% 

182  M 

-12.0% 

14.5  M 

13.9  M 
-4.1% 

12.2  M 
-12.0% 

34  M 

26  M 
-23.5% 

22  M 
-15.4% 

2.1  M 

1.3  M 
-38.0% 

1.1  M 

-15.4% 

67  M 

66  M 
-1.5% 

30  M 
-54.5% 

2.6  M 

2.4  M 
-7.7% 

1.1  M 
-54.5% 

— 

34  M 

100% 

34  M 

-0- 

— 

0.8  M 
100% 

0.8  M 

-0- 

The  President's  budget  request  for  The  Refugee  and  Entrant  Assistance 
Program  represents  a  24%  decrease  in  funding.  The  most  significant  cut  occurs 
in  the  Employment  Services  program  which  receives  a  54%  reduction  from  |66 
million  to  $30  million.  Cash  and  Medical  Assistance  is  reduced  by  $25 
million,  a  reduction  of  12.0%.  These  cuts  plus  several  smaller  cuts  total  a 
$68  million  reduction  in  the  overall  funding.  The  administration  bases  its 
reductions  on  a  projection  that  a  smaller  pool  of  refugees  will  enter  the 
country  in  1989.  They  also  maintain  that  declines  in  admissions  and 
regulatory  limits  in  the  period  of  refugee  eligibility  for  services  will 
reduce    the    funding    required    for    employment    services. 
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REHABILITATION  ACT 


(DOEd) 


Program  Description 

The  Rehabilitation  Act  of  1973  (and  its  amendments)  is  a  major  source  of 
federal  funds  for  the  rehabilitation  of  persons  with  disabilities. 
Reimbursement  for  vocational  services  is  also  funded  under  the  Social  Security 
Act  for  those  receiving  disability  insurance  payments  under  Social  Security  or 
SSI  benefits. 

The  Program  in  Massachusetts 

The  Act  is  the  primary  federal  funding  source  for  vocational 
rehabilitation  programs  of  the  Massachusetts  Rehabilitation  Commission  (MRC). 
MRC  receives  85%  of  the  state's  rehabilitation  grant,  while  the  Commission  For 
The  Blind  (MCB)  receives  15%.  Both  agencies  provide  vocational  rehabilitation 
services  that  assist  persons  with  disabilities  to  seek  and  retain  employment. 

Services  to  persons  with  disabilities  include:  evaluation  of 
rehabilitation  potential,  diagnosis,  counseling,  guidance  and  referral 
services,  vocational  training,  physical  and  mental  restoration  services, 
maintenance,  transportation,  services  to  families  to  enhance  adjustment  of 
handicapped  persons,  and  job  placement.  Other  services  include  interpretive 
and  reader  services  to  the  deaf,  and  orientation  and  mobility  services  to  the 
blind.  MRC  and  MCB  prepare  an  individualized  rehabilitation  program  for  each 
client  based  on  their  needs  evaluation.  In  1977,  MRC  instituted  an  order  of 
client  selection  to  ensure  that  severely  disabled  persons  are  given  top 
priority  in  receiving  services. 

Up  until  1988,  the  program  has  required  a  20%  state  match  appropriated 
from  the  state's  general  fund.  In  FY '88,  as  in  past  years,  the  state 
appropriation  will  exceed  the  amount  needed  to  meet  its  matching 
requirements.  Beginning  in  FY '89,  the  federally  required  state  match  will 
increase  by  1%  each  year  until  1993  when  the  state  match  will  be  25%. 

MRC  served  about  33,000  people  in  FY'88  and  successfully  rehabilitated 
4,500  people  who  are  now  working  or  functionally  independent  in  the 
community.  This  program  is  highly  cost  effective.  According  to  MRC,  for 
every  $1  spent  on  rehabilitation  services,  $30  is  saved  or  received  by 
government  through  reduced  medical  costs,  support  payments,  and  increased 
taxes  over  the  client's  lifetime. 

FY '89  Budget  Proposal 


FY'  81 


FY  '87 


FY'  88 


Proposed 
FY'  89 


National 
%  Change 

State  Share 
%  Change 


854  M 
20.4  M 


1.281  B 
50% 

28.4  M 
39.2% 


1.380  B 
7.7% 

29.1  M 
2.5% 


1.407  B 
2% 

29.1  M 
-  0  - 
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Despite  a  national  increase  of  7%,  the  Massachusetts  Vocational 
Rehabilitation  Grant  allocation  increased  by  only  2.5%  in  FY' 88. 
Massachusetts'  share  of  national  vocational  rehabilitation  dollars  decreased 
because  of  the  use  of  relative  per  capita  income  and  population  as  formula 
factors  in  distributing  these  funds.  In  FY '89,  the  President  is  proposing  a 
2%  increase  in  the  VocRehab  rpogram.  As  a  result  of  the  formula,  it  is 
anticipated  that  the  President  is  request  would  —  at  best  —  fund  the 
Massachusetts  program  at  FY' 88  levels. 

SSI  and  SSDI 

The  Omnibus  Budget  and  Reconciliation  Act  of  1981  (OBRA)  altered  the 
mechanism  by  which  funds  are  provided  to  states  for  vocational  rehabilitation 
services  for  SSI  and  SSDI  recipients.  Prior  to  OBRA,  funds  were  distributed 
to  states  in  advance  of  the  actual  provision  of  services.  Funds  for  SSI 
clients  came  from  the  U.S.  General  Fund  and  monies  for  SSDI  recipients  were 
allocated  from  the  Social  Security  Trust  Fund.  OBRA  changed  the  program  from 
advance  grant  funding  to  a  post-service  reimbursement  process. 

In  fiscal  year  1981,  the  state  received  $2.6  million  to  serve  SSI  and 
SSDI  recipients.  In  contrast,  the  state  has  received  a  cumulative  total  of 
only  $2.6  million  since  enactment  of  OBRA.  Although  progress  has  been  made  in 
accessing  this  Federal  source  of  funds  to  provide  vocational  rehabilitation 
services  to  the  disabled,  the  reimbursement  process  has  required  extraordinary 
documentation  on  the  part  of  state  agencies  and  the  Social  Security 
Administration  has  been  slower  in  making  payments  than  originally  anticipated. 

Supported  Employment 

The  1986  amendment  to  the  Rehabilitation  Act  authorized  the  Supported 
Employment  program  under  Title  IV-C.  The  purpose  of  the  program  is  to  provide 
supported  employment  services  in  a  competitive  work  environment  to  individuals 
who  have  experienced  interrupted  or  intermittent  employment,  or  lack  of  job 
opportunity,  as  a  result  of  their  severe  disabilities.  Funds  are  distributed 
to  states  on  a  population  formula  basis.  Authorization  levels  for  the  program 
were  set  at  $25  million  in  FY' 87,  $26.5  million  in  FY '88,  and  $28.1  million  in 
FY'89. 

Massachusetts  received  $547  thousand  in  FY '88  for  supported  employment. 
The  MRC  has  initiated  services  in  Danvers,  Fitchburg,  Lynn,  Newton,  Quincy, 
Springfield,  Taunton,  and  Woburn.  It  is  anticipated  that  this  program  will 
serve  64  individuals  with  severe  disabilities  in  the  Commonwealth  this  year. 


FY1 89  Budget  Proposal 

FY  '87 

FY  '88 

Proposed 
FY  '89 

National 
%  Change 

25  M 

25.9  M 
4% 

26.5  M 
2% 

State  Share 
%  Change 

.528  M 

.546  M 
3% 

.556  M 
2% 
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In  FY'89,  the  President  is  proposing  a  2.0%  increase  in  the  Supported 
Enployment  program.  Although  above  FY' 88  levels,  the  proposed  FY'89  amount  is 
$1.6  million  below  the  amount  necessary  to  fully  fund  the  supported  employment 
program  at  authorized  levels.  The  state  share  of  these  funds  is  expected  to 
increase  by  about  two  percent  to  $556,000. 

Independent  Living  Centers 

In  1978,  Congress  authorized  a  series  of  Independent  Living  programs 
designated  to  assist  persons  with  severe  disabilities  who  may  have  limited 
employment  potential  to  live  independently  outside  nursing  homes  and  chronic 
care  hospitals.  Funds  are  awarded  to  State  programs  on  a  competitive  basis. 

As  a  leader  in  this  area,  MRC  has  received  an  annual  amount  of  $600,000 
since  FY' 82  to  develop  and  provide  independent  living  programs.  In  FY' 88, 
Massachusetts  will  receive  an  estimated  $600,000  in  Federal  funds  for 
independent  living  centers.  Despite  level  funding  at  the  Federal  level,  the 
Commonwealth  has  expanded  this  program  with  the  expenditure  of  state  dollars. 
Ten  centers  and  programs  are  currently  operational  in  the  following  areas: 
Amherst,  the  Berkshires,  Boston,  Brockton,  Fall  River,  Lawrence,  Lynn  and 
Worcester . 

FY'89  Budget  Proposal 

Proposed 
FY  '81        FY  '87        FY  '88    FY  '89 

National       19.4  M       24.3  M       25.5  M    25.5  M 
%  Change  25%         4.9%    -  0  - 

State  Share     .45  M        .6  M         .6  M     .6  M 
%  Change  33%         -  0  -    -  0  - 

In  FY'89,  the  President  is  proposing  to  fund  independent  living  centers 
at  $25.5  million,  the  same  amount  as  the  FY' 88  appropriation.  Likewise, 
enactment  of  this  funding  level  would  keep  Massachusetts  share  of  the  funds 
constant  at  the  FY' 88  level. 

Independent  Living  Services 

Against  the  wishes  of  the  Administration,  in  FY '85  the  Congress 
appropriated  $5  million  nationally  for  Independent  Living  Rehabilitation 
Services.  This  marked  the  first  time  that  funds  were  appropriated  for  this 
program,  authorized  by  Title  VII  A  of  the  Rehabilitation  Act.  Title  VII  A 
funds  purchase  services,  such  as  homemaker  chore  services,  for  independent 
living  clients  not  eligible  for  traditional  vocational  rehabilitation  services. 


39  - 


In  FY' 89  the  President  is  proposing  a  nationwide  increase  of  $250,000  a 
request  which  will  roughly  level  fund  this  program  at  FY* 88  levels. 


FY1 89  Budget  Proposal 

FY  '87 

FY  '88 

Proposed 
FY  '89 

National 
%  Change 

11.8  M 

12.3  M 

4e2% 

12.55  M 
2% 

State  Share 
%  Change 

.2  M 

.2  M 
-  0  - 

.2  M 
-  0  - 

Independent  Living  Services 

for  the  Elder 

Blind 

In  FY' 86,  Congress  appropriated  funds  for  the  first  time  to  provide 
independent  living  services  for  elder  blind  individuals.  Authorized  under 
Title  VII  Part  c  of  the  Rehabilitation  Act,  this  program  was  established  to 
provide  education,  rehabilitation  and  social  services  to  elder  blind 
individuals  to  enable  them  to  maintain  independent  living  status. 

In  FY' 89,  the  Administration  is  proposing  $5.6  million  for  independent 
living  services  for  the  elder  blind,  the  same  amount  as  in  FY' 88.  As  in  the 
case  of  other  programs  which  are  level-funded,  the  impact  of  inflation  will 
make  it  increasingly  difficult  to  maintain  independent  living  services  at 
current  levels. 

FY '89  Budget  Proposal 

Proposed 
F/  '87        FY  '88        FY  '89 

National  5.3  M        5.6  M        5.6  M 

%  Change  5.7%         -  0  - 

State  Share         .1  M         .1  M         .1  M 
%  Change  -  0  -        -  0  - 
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SOCIAL  SERVICES  BLOCK  GRANT  (SSBG)  (HHS) 

Program  Description 

The  Social  Services  Block  Grant  was  created  in  1981,  when  the  Omnibus 
Budget  Reconciliation  Act  (OBRA,  P.L.  97-35)  provided  for  a  consolidation  of 
Title  XX  Social  Services,  Day  Care  and  Training  programs  into  a  block  grant. 
As  with  other  consolidations  in  OBRA,  the  Social  Services  Block  Grant  funding 
level  was  cut  from  the  level  of  the  programs  merged  to  create  the  block. 
Massachusetts  funding  in  the  first  year  of  the  block  grant  dropped  from  $78.9 
million  under  Title  XX  to  $60.4  million  under  SSBG.  The  national 
appropriation  was  cut  $500  million  dollars  from  $2.9  billion  in  FY' 81  to  $2.4 
billion  in  FY' 82. 

The  scope  of  services  that  may  be  funded  under  the  Social  Services  Block 
Grant  is  very  broad  and  is  linked  to  the  following  objectives: 

1)  achieving  or  maintaining  economic  self-support  to  prevent,  reduce, 
or  eliminate  dependency; 

2)  preventing  or  remedying  neglect,  abuse,  or  exploitation  of  children 
and  adults  unable  to  protect  their  own  interests,  or  preserving, 
rehabilitating  or  reuniting  families; 

3)  preventing  or  reducing  inappropriate  institutional  care  by 
providing  for  community-based  care,  home-based  care,  or  other  forms 
of  less  intensive  care;  and 

4)  securing  referral  or  admission  for  institutional  care  when  other 
forms  of  care  are  not  appropriate  or  providing  services  to 
individuals  in  institutions. 

The  Program  in  Massachusetts 

Until  July  1,  1984,  Massachusetts'  share  of  the  Social  Services  Block 
Grant  was  placed  directly  in  the  State's  General  Fund,  a  practice  continued 
from  the  old  Title  XX  program.  Massachusetts  agencies  involved  in  social 
services  had  their  funds  appropriated  by  the  Legislature  as  part  of  the  State 
budget  process.  Those  services  eligible  for  SSBG  funding  were  tracked  and 
SSBG  funds  were  used  to  offset  these  state  expenditures.  This  allowed 
Massachusetts  to  continue  to  fully  fund  Social  Services  expenditures  after  the 
OBRA  cut,  although  the  loss  of  $18.5  million  was  a  direct  loss  to  the  General 
Fund. 

Beginning  in  State  FY '85,  in  a  major  shift  in  the  DSS  financing  system, 
SSBG  dollars  were  allocated  directly  to  the  administrating  agencies.  While 
this  change  has  had  a  significant  effect  on  agency  administration,  overall 
spending  priorities  have  not  been  affected. 

Massachusetts  has  two  designated  Social  Services  Block  Grant 
administering  agencies:  the  Department  of  Social  Services  (DSS),  and  the 
Massachusetts  Commission  for  the  Blind  (MCB).  DSS,  MCB,  and  the  Executive 
Office  of  Human  Services  (EOHS)  have  developed  an  interagency  agreement  by 
which  the  block  grant  funds  are  allocated  annually  between  DSS  and  MCB.  Under 
this  agreement  DSS  receives  98%  of  block  grant  funds  and  MCB  receives  2%. 
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Services  and  Clients 

Over  20,000  Massachusetts  families  — ■  including  nearly  40,000  children 
—  receive  services  directly  from  DSS.  In  addition  to  protective  services  for 
children,  the  agency  provides:  day  care  for  over  31,000  children  of 
low-income  families;  respite  care  to  families  caring  for  a  developmental ly 
disabled  child;  services  for  battered  women  and  their  children;  assistance  to 
homeless  families  trying  to  find  and  maintain  housing;  and  counseling, 
education,  and  transitional  living  programs  for  adolescent  parents  and  their 
children.  Roughly  one  quarter  of  the  DSS  budget  is  funded  by  the  Social 
Services  Block  Grant. 

MCB  provides  a  range  of  Social  Services  geared  toward  helping  blind 
people  live  more  independently  in  the  community,  including  homemaker  services, 
respite  care,  adaptive  housing,  recreation  programs,  and  talking  book 
services.  By  promoting  independence  in  the  community  the  Commission's  goal  is 
to  encourage  full  social  and  economic  integration  of  the  25,000  blind  citizens 
of  the  Commonwealth. 

FY '89  Budget  Proposal 

FY  '81 

National       2.9  B 
%  Change       

State  Share    78.9  M 
%  Change 

In  FY '89  the  President's  budget  proposes  to  level  fund  SSBG  at  FY '88 
levels.  This  proposal  would  keep  the  Massachusetts  allocation  of  block  grant 
dollars  at  roughly  the  same  amount  as  in  1988. 

If  enacted,  it  would  mark  the  third  year  in  a  row  in  which  SSBG  was 
funded  at  $2.7  billion.  Over  this  time,  Massachusetts  has  seen  its  proportion 
of  funds  decrease  as  a  result  of  the  SSBG  formula  which  allocates  funds  on  the 
basis  of  a  state's  relative  population. 

In  real  terms,  the  $2.7  billion  request  represents  a  decline  in  the 
resources  available  for  Social  Services  Block  Grant  programs.  Moreover,  the 
President's  FY '89  proposal  would  leave  the  SSBG  program  at  a  level 
significantly  below  pre-OBRA  levels,  particularly  when  the  impact  of  inflation 
is  taken  into  account. 


FY   '87 

FY   '88 

Proposed 
FY  '89 

2.7  B 
-6.9% 

2.7  B 
-  0  - 

2.7  B 
-  0  - 

65.5  M 
-17% 

64.2  M 
-2% 

64.2 

-  0  - 
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ALCOHOL,  DRUG  ABUSE,  AND  MENTAL  HEALTH  SERVICES  (HHS) 

(ADAMHS)  BLOCK  GRANT 

Program  Description 

On  October  1,  1981,  the  U.S.  Department  of  Health  and  Human  Services 
established  the  Alcohol,  Drug  Abuse  and  Mental  Health  Services  Block  Grant 
Program  which  consolidated  prevention,  treatment,  and  rehabilitation  programs 
for  alcohol  and  drug  abuse,  and  mental  health  services,  pursuant  to  the 
Omnibus  Budget  Reconciliation  Act  for  1981,  P.L.  97-35. 

As  with  the  other  block  grants  authorized  by  OBRA,  funds  for  alcohol, 
drug  abuse  and  mental  health  services  were  reduced  drastically  at  the  time  of 
consolidation.  In  the  case  of  the  ADAMHS  Block  Grant,  the  loss  to 
Massachusetts  was  over  $7.6  million.  Even  with  "jobs  bill"  and  other 
Congressionally-initiated  increases,  federal  funding  for  this  program  in 
Massachusetts  remains  $6  million  less  than  in  FY '81. 

The  Program  in  Massachusetts 

In  Massachusetts,  the  Alcohol,  Drug  Abuse,  and  Mental  Health  Services 
Block  Grant  is  administered  by  the  Executive  Office  of  Human  Services,  which 
allocates  the  funds  to  the  Department  of  Public  Health  (DPH)  for  the  Alcohol 
and  Drug  Abuse  portions  of  the  grant  and  to  the  Department  of  Mental  Health 
for-  the  mental  health  services  portion  of  the  grant.  In  FY '88,  56%  of  the 
block  grant  funds  was  earmarked  for  mental  health  services  and  44%  was 
scheduled  for  alcohol  and  drug  abuse  services. 

The  funds  in  the  mental  health  portion  of  the  block  grant  augment  the 
Department  of  Mental  Health's  efforts  to  broaden  the  availability  and 
accessibility  of  community  mental  health  services  to  needy  and  high  risk 
populations.  The  alcohol  and  drug  abuse  funds  support  the  the  Department  of 
Public  Health's  efforts  in  alcohol  and  drug  abuse  prevention,  treatment  and 
rehabilitation. 

Services 

The  Mental  Health  component  of  the  ADAMHS  Block  Grant  Program  funds 
community  mental  health  centers  which  provide  the  following  services: 
outpatient  services;  24-hour  a  day  emergency  services;  day  treatment  or  other 
partial  hospitalization  services;  consultation  and  education  services;  and 
screening  for  patients  considered  for  admission  to  state  mental  health 
facilities  to  determine  the  appropriateness  of  admission. 

The  alcohol  component  of  the  ADAMHS  Block  Grant  Program  funds  the 
following  services:  detoxification  system;  halfway  houses;  outpatient 
counseling;  driver  alcohol  education;  regional  area  primary  prevention; 
ambulatory  programs;  and  special  (early  intervention)  projects,  such  as 
minority,  women,  and  youth  programs. 

The  drug  component  of  the  ADAMHS  Block  Grant  Program  funds  the  following 
services:  inpatient  detoxification  centers;  residential  treatment  and 
methadone  outpatient  services;  residential  therapeutic  communities;  methadone 
maintenance;  and  increased  prevention  efforts. 
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In  October  of  1986,  Congress  passed  a  major  Omnibus  Drug  initiative 
which  authorizes  funds  to  states  for  three  areas:  expanded  alcohol  and  drug 
treatment  services;  drug  education  programs  in  schools;  and  upgraded  law 
enforcement  efforts. 

In  1987,  $231  million  was  appropriated  of  which  roughly  $19  million  was 
added  to  state  allotments  under  the  ADAMHS  program.  In  addition,  $163  million 
of  this  appropriation  was  provided  specifically  for  drug  treatment  services. 
Massachusetts  received  $4.7  million  out  of  this  amount.  Half  of  this  state 
share  will  go  to  fund  AIDS  prevention  and  drug  treatment  services  for  IV  drug 
users. 


FY1 89  Budget  Proposal 

FY  '81 

FY  '87 
ADAMH   DRUG 

FY  '88 
ADAMH   DRUG 

Proposed 

FY  '89 

ADAMH   DRUG 

National 
%  Change 

540  M 

509  M   163  M 

-5.7%    — 

487  M   156  M 
-4.3%   -4.3% 

509  M 
4.5% 

166  M 
6.4% 

State  Share 
%  Change 

24.6  M 

19.0  M   4.7  M 
-22.8%   — 

18.2  M   4.3  M 
-4.2%   -8.5% 

19.0  M 
4.4% 

4.7  M 
9.3% 

The  President's  FY' 88  budget  proposal  includes  $509  million  for  the 
Alcohol,  Drug  Abuse  and  Mental  Health  Block  Grant  and  $166  million  for  drug 
treatment  funds.  This  represents  a  4.5%  increase  in  the  ADAMH  Block  Grant  and 
a  6.4%  increase  in  drug  treatment  funds. 
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PREVENTIVE  HEALTH  AND  HEALTH  SERVICES  BLOCK  GRANT  (PH&HSBG)  (HHS) 

Program  Description 

On  October  1,  1981,  the  U.S.  Department  of  Health  and  Human  Services 
established  the  Preventive  Health  Services  Block  Grant  which  consolidated  the 
Emergency  Medical  Services,  Health  Education/Risk  Reduction,  Hypertension 
Control,  Fluoridation,  Rodent  Control,  Health  Incentives,  Rape  Prevention  and 
Control,  and  Home  Health  Services  Programs,  pursuant  to  the  Omnibus  Budget 
Reconciliation  Act  of  1981  (OBRA) . 

The  objective  of  the  Preventive  Health  and  Health  Services  Block  Grant 
Program  is  to  provide  funds  to  states  for  preventive  health  services  for 
individuals  and  families,  especially  those  of  limited  means,  and  a  variety  of 
public  health  services  to  reduce  preventable  morbidity  and  mortality. 

As  with  the  creation  of  the  other  health  block  grants  with  OBRA,  the  new 
block  grant  was  funded  at  a  lower  level  than  the  sum  of  the  categorical 
programs  -  in  this  case  at  85%  of  the  previous  funding  level. 

The  Program  in  Massachusetts 

The  Preventive  Health  and  Health  Services  Block  Grant  in  Massachusetts 
is  administered  by  the  Department  of  Public  Health.  When  the  block  grant  was 
created,  the  Department  maintained  relative  funding  levels  for  the  eight 
program  areas  consolidated  into  the  block  grant.  This  was  done  to  minimize 
programmatic  disruption  caused  by  funding  cuts  suffered  in  the  transition  to 
the  block  grant. 

In  the  Commonwealth,  emergency  medical  services  receives  the  larget 
share,  three-fifths,  of  the  block  grant  funds.  Within  the  eight  program  areas 
listed  above,  the  Department  of  Public  Health  also  provides  the  following 
services:  emergency  medical  training  courses;  community  water  fluoridation; 
technical  assistance  and  funding  for  high  blood  pressure  screening  and  control 
and  multiple  risk  factor  reduction  (smoking  cessation,  exercise,  and  the 
importance  of  eating  a  diet  low  in  fat)  to  reduce  heart  disease,  cancer,  and 
stroke,  the  leading  causes  of  death;  rodent  control;  and  rape  victim 
counseling  and  education  services.  Home  Health  Services  Programs  are  not 
provided  by  the  Commonwealth  with  Prevention  Health  and  Health  Services  Block 
Grant  funds. 


FY1 89  Budget  Proposal 

FY  '81 

FY  »87 

FY  '88 

Proposed 
FY  B89 

National 
%  Change 

93.2  M 

89.5  M 
-4.0% 

85.7  M 
-4.2% 

85.7  M 
-  0  - 

State  Share 
%  Change 

3.1  M 

2.60  M 
-16.1% 

2.47  M 
-5.0% 

2.47  M 

_  o  - 
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CHILD  WELFARE  SERVICES  -  TITLE  IVB 


(HHS) 


Program  Description 

The  Office  of  Human  Development  Services,  under  Title  IVB  of  the  Social 
Security  Act,  funds  a  range  of  child  welfare  activities  including  services  to 
intact  families,  services  to  re-unite  families,  location  of  permanent  homes 
for  children,  and  management  and  support  services  for  state  child  welfare, 
foster  care,  and  adoption  services. 

The  Program  in  Massachusetts 

The  Department  of  Social  Services,  which  administers  the  IVB  program  in 
the  Commonwealth,  has  set  the  following  priorities  for  expenditure  of  their 
funds: 

•  To  protect  children  at  risk  of  sexual  abuse  and  to  treat  sexual 
abuse  victims  and  their  families. 

•  To  ensure  consistent  and  timely  provision  of  protective  services 
statewide. 

•  To  operate  the  Foster  Care  Review  Program. 

•  To  continue  to  improve  services  to  linguistic  and  ethnic  minorities. 

•  To  manage  and  maintain  the  number  of  children  in  placement  and  to 
assure  that  each  child  in  substitute  care  is  appropriately  placed. 

FY '89  Budget  Proposal 


National 
%  Change 

State  Share 
%  Change 


FY  '81 


164  M 


3.2  M 


FY  '87 

222.5  M 
36% 

2.7  M 

-16% 


FY  '88 

239.4 
8% 

2.5  M 

-7% 


M 


Proposed 
FY  '89 

239.4  M 

-  0  - 

2.5  M 

-  0  - 


Between  FY '81  and  FY '88,  Massachusetts'  share  of  The  Child  Welfare 
Services  has  declined,  despite  an  increase  in  the  national  appropriation. 
This  can  be  attributed  to  two  factors.  First,  Massachusetts  share  of  the 
Title  IV-B  dollars  has  decreased  as  a  result  of  formula  factors  used  in 
allocating  funds  for  this  program.  Specifically,  Massachusetts'  increasing 
per  capita  income  and  decreasing  relative  population  have  had  an  adverse 
effect  on  Massachusetts'  share  of  IV-B  dollars.  Moveover,  in  order  to  be 
eligible  for  a  portion  of  the  increased  national  appropriation,  Massachusetts 
must  implement  certain  foster  care  reforms  required  by  Federal  statute.  With 
implementation  of  the  Foster  Care  Review  Program  as  well  as  the  statewide 
tracking  system  for  foster  care  children,  Massachusetts  is  very  close  to  full 
compliance.  The  Department  of  Social  Services  is  continuing  to  work  with  HHS 
on  the  one  remaining  requirement. 
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The  President's  FY' 89  budget  would  fund  the  Child  Welfare  Services 
Program  at  the  FY' 88  level  of  $239  million.  Similarly,  Massachusetts'  share 
of  the  Child  Welfare  Services  Program  would  remain  constant  at  FY '88  levels. 
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CHILD  ABUSE  AND  NEGLECT 

Program  Description 

In  FY' 87  the  Department  of  Social  Services  received  $280,000  to  help 
prevent  and  treat  child  abuse  and  neglect.  Of  this  amount,  $218,000 
represents  the  basic  state  child  abuse  grant  awarded  to  the  Department  by  HHS 
since  FY' 81.  This  grant  is  targeted  toward  the  following  priorities: 

•  timely  response  to  reports  of  child  abuse  and  neglect; 

•  development  of  services  specifically-  for  adolescent  parents  and 
victims  of  sexual  abuse; 

•  use  of  volunteers  and  other  intensive  family  support  services  in 
order  to  reduce  family  stress  and  thus  reduce  the  risk  of  abuse  and 
neglect; 

•  training  for  Department  staff  and  mandated  reports  of  child  abuse 
or  neglect;  and 

•  promotion  of  public  awareness  of  the  problem  of  child  abuse  and 
neglect  and  how  a  citizen  can  respond  if  it  is  suspected. 

In  addition  to  the  basic  grant,  beginning  in  FY '85  the  state  received 
funds  to  implement  the  so-called  "Baby  Doe"  regulations  designed  to  protect 
infants  with  life-threatening  impairments.  In  FY '87,  the  state  received  about 
$63,000  for  this  purpose. 

FY '89  Budget  Proposal 

FY  '81 

National        6.7  M 
%  Change 

State  Share    174,000 
%  Change 

The  President's  budget  requests  $11.5  million  for  the  child  abuse  state 
grant  program.  This  amount  would  continue  the  program  at  its  FY' 88  level  — 
which  was  cut  by  4%  from  FY' 87  appropriations.  Similarily,  the  $268,000  which 
the  state  is  expected  to  receive  under  the  President's  FY '89  budget  is  4% 
below  the  amount  which  the  state  was  allocated  in  FY '87. 

Other  Programs  for  Children/  Youth  and  Families 

Over  the  last  several  years  a  number  of  new  programs  have  been 
authorized  to  serve  the  needs  of  children  and  their  families.  These  include: 


FY  '87 

FY  '88 

Proposed 
FY  '89 

12  M 

79% 

11.5  M 
-4% 

11.5  M 
-  0  - 

280,000 
61% 

268,000 
-4% 

268,000 
_  o  - 
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Child  Abuse  Challenge  Grant.  This  program  provides  grants  to 
states  to  encourage  them  to  establish  and  maintain  trust  funds  and 
other  sources  of  funding,  in  order  to  support  child  abuse  and 
neglect  prevention  activities.  The  Commonwealth  qualified  for 
$14,000  of  these  grants  funds  last  year  and  is  anticipating 
additional  Federal  funds  in  1989.  The  President's  budget  would 
level  fund  the  program  at  $4.8  million  in  FY' 89. 

Family  Violence.  This  program  provides  funding  to  states  to 
prevent  incidents  of  family  violence  and  provide  immediate  shelter 
and  assistance  to  victims  and  their  dependents,  including  spouses, 
the  elderly,  and  children.  Over  the  last  two  years,  Massachusetts 
has  received  about  $328,000  in  Federal  dollars  under  the  Family 
Violence  Program.  The  President's  budget  would  level  fund  this 
program  at  FY '88  levels.  Like  the  child  abuse  challenge  grant 
program,  the  FY '88  level  was  4%  below  the  amount  appropriated  in 
FY'87. 

Dependent  Care  Planning  and  Development  Grants.  This  program 
provides  grants  to  states  for  child  care  information  and  referral 
agencies  and  school-age  child  care  services.  As  part  of  the 
Governor's  day  care  partnership  project,  Massachusetts  has 
established  a  statewide  network  of  child  care  resource  and  referral 
programs,  and  this  federal  grant  helps  to  support  these  efforts. 
The  President's  budget  would  level  fund  this  program  at  FY '88 
levels. 

Temporary  Child  Care/Crisis  Nursery.  The  President's  budget 
requires  no  funding  for  this  program  in  FY' 89.  Funding  of  $4.8 
million  for  this  program  was  first  appropriated  in  FY '89. 

Child  Development  Associate  Scholarships.  The  President's  budget 
would  level  fund  this  program  at  its  FY' 88  level  of  $1.4  million. 


FY  '87 

FY  '88 

Proposed 
FY  '89 

Child  Abuse 

Challenge  Grants 
%  Change 

$5  M 

$4.8  M 
-4% 

$4.8  M 
-  0  - 

Family  Violence 
%  Change 

$8.5  M 

$8.1  M 
-4% 

$8.1  M 
-  0  - 

Dependent  Care 
%  Change 

$4.8  M 

$8.4  M 
75% 

$8.4  M 
-  0  - 

Temporary  Child  Care/ 

Crisis  Nurseries 
%  Change 



$4.8  M 

-  0  - 
-100% 

Child  Development 

Assoc.  Scholarships 
%  Change 

$1.0  M 

$1.4  M 
44% 
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$1.4 
-  0  - 

EXECUTIVE  OFFICE  OF 
ECONOMIC  AFFAIRS 


JOB  TRAINING  PARTNERSHIP  ACT 

Program  Description 

Programs  authorized  under  the  Job  Training  Partnership  Act  (JTPA)  are 
administered  for  the  most  part  through  state  and  local  units  of  government 
to  provide  training  and  employment  assistance  to  low-income  and  unemployed 
youth  and  adults.  In  Massachusetts,  the  state  is  divided  into  fifteen 
service  delivery  areas.  Each  of  these  areas  has  an  administrative  unit  that 
plans  and  provides  training  programs  and  services  with  the  advice  and 
approval  of  the  local  private  industry  council  (PIC). 

There  are  five  separate  titles  under  JTPA.  Each  title  authorizes 
programs  for  specific  targets  or  activities: 

Title  I      Delivery   system   and   Administrative   requirements, 

although  funded  through  Title  II,  DOL  considers  the 
Governor's  grants  to  be  Title  I; 

Title  II-A    Block  grants  to  states  for  employment  and  training 

services  for  economically  disadvantaged  youth  and 
adults  and  long-term  unemployed; 

Title  Il-B    Summer  Program  for  economically  disadvantaged  youth 

between  the  ages  of  14  and  21; 

Title  III     Dislocated  worker  program  to  assist  individuals  who 

become  unemployed  because  of  technological  change  as 

well  as  long-term  shifts  of  the  economy  or  industrial 
base; 

Title  IV      National  emphasis  programs  including  Job  Corps,  Native 

Americans,  migrants,  veterans,  labor  market  information 
and  research; 

Title  V      Wagner-Peyser  and  Work  Incentive  Program  amendments. 

Programs  authorized  under  Title  II-A,  B  and  III  are  planned  and 
administered  through  direct  grants  to  states.  Title  IV  programs  are 
administered  federally  by  the  U.S.  Department  of  Labor  and  operated  through 
public  or  private  organizations  in  local  communities.  Title  V,  which 
supports  State  Employment  Security  Agency  activities  (Job  Service)  will  be 
discussed  separately  below. 

Block  grant  monies  are  distributed  to  local  Service  Delivery  Areas 
(SDAs)  within  each  state  according  to  the  same  allocation  formulas  used  to 
allocate  among  states.  Of  the  total  amount  allocated  to  each  state  under 
Title  II-A,  78%  will  be  distributed  to  the  service  delivery  areas  and  the 
remaining  22%  is  retained  by  the  Governor  to  be  distributed  for  the 
following  purposes: 
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8%  for  Education  Activities; 

3%  for  Training  the  Elderly; 

6%  for  Performance  Awards  to  local  SDAs; 

5%  for  other  State  Costs  for  Administration,  State  Costs,  Auditing, 

Technical  Assistance,  Statewide  Training  Activities,  etc. 

Summer  youth  program  funds  are  allocated  within  the  State  by  the  Title 
II-A  block  grant  formula.  Dislocated  worker  program  monies  are  distributed 
at  the  discretion  of  the  state  based  on  need. 

Over  the  past  four  years,  Massachusetts  has  lost  a  significant  amount 
of  JTPA  funds  for  its  core  training  titles,  IIA  and  I  IB.  This  reduction  in 
funds  is  largely  due  to  progressive  cuts  occuring  as  a  result  of  the  JTPA 
allocation  formula.  Because  the  formula  favors  states  with  high 
unemployment  rates  as  opposed  to  poverty  rates,  increasingly  fewer  dollars 
are  available  to  provide  services  to  the  economically  disadvantaged 
residents  of  the  Commonwealth  who  are  in  need  of  language,  literacy  and/or 
job  skills  training. 

At  a  time  of  increased  demand  for  qualified  job  applicants, 
Massachusetts  lacks  the  funding  to  make  skills  training  available  to  its 
poor  so  that  they  might  reap  the  benefits  of  a  strong  economy.  Instead, 
critical  services  are  being  eliminated  and  the  basic  administrative  capacity 
to  constructively  plan  and  oversee  job  training  programs  is  seriously 
undermined.  Despite  its  ability  to  serve  less  than  5%  of  the  JTPA  eligible 
population,  the  Massachusetts  employment  and  training  system  continues  to 
outperform  all  other  large  industrial  states. 

The  Program  in  Massachusetts 

The  Executive  Office  of  Economic  Affairs  administers  an  array  of 
employment  and  training  programs  that  serve  over  500,000  unemployed  and 
underemployed  residents  each  year.  These  programs  include  the 
federally- funded  Job  Training  Partnership  Act,  the  Unemployment  Insurance 
Program,  the  Employment  Service,  and  the  veterans  employment  and  training 
programs. 

In  an  effort  to  efficiently  and  effectively  deliver  employment  and 
training  services  with  shrinking  federal  resources,  the  Dukakis 
Administration  is  creating  a  unified  EOEA  agency  to  deliver  a  broader 
spectrum  of  employment  related  services.  Within  this  framework,  the  lead 
state  "jobs"  agency  will  provide  training,  unemployment  benefits,  and 
placement  services  to  the  population  at  large.  The  new  MASSJOBS  agency  will 
seek  to  place  all  clients  in  jobs.  It  will  be  the  primary  state  contact  for 
employers  seeking  workers  and  it  will  develop  both  its  training  programs  and 
placement  activities  based  on  the  actual  job  needs  of  the  state's  employers. 

Simply  stated,  the  mission  of  the  Commonwealth's  training  and 
employment-related  education  system  is  to: 

•  enable  all  residents  to  be  responsible  and  productive  citizens  and 
maximize  their  economic  self-sufficiency; 
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•  provide  employers  with  the  workforce  they  need  to  compete  and  to  be 
effective  in  a  changing  world  economy;  and 

•  help  shape  an  economy  that  reflects  the  unique  needs  and  assets  of 
our  state  and  each  of  her  regions. 

FY '89  Budget 

In  order  to  facilitate  comparisons  with  appropriation  levels  from 
previous  years  and  to  aggregate  the  funding  levels  from  the  various  federal 
programs  administered  in  the  state,  Program  Year  appropriations  will  be  used 
as  proxies  for  fiscal  year  funding  levels  for  FY' 88,  FY' 89  as  follows: 


FY'88  =  PY*87,  July  1,  1987  -  June  30,  1988 
FY' 89  =  PY'88,  July  1,  1988  -  June  30,  1989 


Title  H-A 

Block  Grants  to  States  for  Training 

and  Employment  Assistance  to  the  Economically  Disadvantaged 

Proposed 
FY  '88         FY  '89 

National  1.809  M       1.809  M 

%  Change  0% 

State  Share  17.8  M        17.8  M 

%  Change  0.0% 

NOTE:  Title  II-A  funds  include  SDA  allocations  and  Governor's  Grants, 

Title  II-B 

Summer  Program  for  Economically  Disadvantaged 

Youth  Between  the  Ages  of  14  and  21 

Proposed 
FY  '88         FY  '89 

National  718  M         718  M 

%  Change  0.0% 

State  Share        13.6  M       13.6  M 
%  Change  0.0% 
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The  Administration  is  again  calling  for  an  amendment  to  Title  IIB  of 
JTPA  which  would  provide  formula  grants  to  states  for  training,  education, 
and  support  services  for  youth  in  AFDC  families  for  a  year-round  program. 
Local  officials  would  have  the  option  of  administering  a  year-round  program, 
a  summer  program,  or  both.  DOL  officials  note  that  this  will  allow  greater 
flexibility  in  targeting  resources  to  individuals  in  the  greatest  need.  The 
Administration  is  calling  for  level  funding  in  both  the  Title  II  A  and  II  B 
Programs. 

PROJECTED  FY' 88  and  FY' 89  SDA  ALLOCATIONS  AS  COMPARED  TO  PRIOR  ALLOCATIONS 

FY  '88  FY  '89 

Title  HA  Title  HA 

Allocation  Allocation 


Berkshire              $   756,574  $  615,664 

Boston  2,608,082  2,151,421 

Bristol  County  2,743,480  2,405,957 

Brockton  768,361  659,668 

Franklin/Hampshire  768,278  630,522 

Hampden  County  1,747,669  1,458,785 

Lower  Merrimack  Valley  1,116,381  1,398,115 

Metro  North  1,560,322  1,245,283 

Metro  South/West  568,993  468,299 

New  Bedford/Cape  Cod  2,843,017  2,678,420 

Northern  Middlesex  520,290  673,606 

Northern  Worcester  763,964  716,085 

South  Coastal  1,051,012  849,513 

Southern  Essex  868,794  715,743 

Southern  Worcester  1,385,444  1,096,954 

$20,070,661  $17,764,035 
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Title  III  and  the  Worker  Adjustment  Assistance  Program 


FY  '88 

Proposed 
FY  '89 

287  M 

-  0  - 
-100% 

980  M 

980  M 

+100% 

1.3  M 

_  o  - 
-100% 

Title  III 
%  Change 

Worker* 

Adjustment 
%  Change 

State  Share 
Title  III 
%  Change 

*    Proposed  by  Administration  in  FY' 88  but  is  still  pending  in  Congress. 

**   Varies  greatly  based  on  legislative  proposals. 

As  in  the  FY88  budget,  the  Administration  once  again  forwarded  its 
proposal  to  establish  a  new  $980  million  Worker  Readjustment  Assistance 
Program  (WRAP)  to  help  dislocated  workers.  The  program  would  consolidate 
the  Trade  Adjustment  Assistance  Program  and  Title  III  of  JTPA  and  supplement 
it  with  additional  funds  to  set  up  a  comprehensive  worker  adjustment  effort 
of  $980  million.  The  new  program  would  respond  to  all  types  of  dislocation 
and  would  be  available  to  workers  dislocated  by  international  competition, 
economic  shifts  (including  the  farm  crisis),  technological  shifts,  and 
changes  in  consumer  preferences.  Funds  will  be  distributed  through  the 
existing  Title  III  formula  until  more  accurate  data  on  plant  closing  are 
available.  Last  year,  the  Congress,  through  the  Trade  Bill,  made  major 
revisions  to  the  Administration's  bill  but  failed  to  pass  a  new  program. 
The  loss  of  TAA  will  adversely  impact  on  those  workers  laid  off  due  to 
foreign  imports.  Last  year,  Massachusetts  distributed  over  $2  million  in 
TAA  funds. 
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UNEMPLOYMENT  INSURANCE 

Program  Description 

The  Unemployment  Insurance  system  provides  financial  compensation  to 
eligible  unemployed  workers.  The  basic  program  provides  weekly  benefit 
payments  and  is  funded  by  both  a  federal  and  a  state  payroll  tax.  State 
taxes  are  collected,  and  deposited  in  a  federal  Trust  Fund  to  finance 
benefit  payments.  Federal  taxes  pay  for  the  administration  of  the  system 
and  the  United  States  Employment  Service.  The  system  is  administered  by 
State  Employment  Security  Agencies  (SESAs).  State  agencies  also  pay  out 
benefits  provided  from  federal  funds  to  former  federal  employees  and  to 
those  eligible  for  trade  adjustment  assistance  and  federal  supplemental 
compensation. 

Unemployment  benefits  will  be  paid  nationally  to  an  estimated  average 
1.9  million  jobless  workers  a  week  in  1988,  and  an  average  20  million 
jobless  workers  a  week  in  1989.  The  total  unemployment  benefits  to  be  paid 
are  estimated  at  $14.1  billion  in  1988  and  $14.8  billion  in  1989.  The 
estimates  for  workers  receiving  benefits  are  based  on  an  average  insured 
unemployment  rate  of  2.2%  in  1988  and  1989.  The  average  total  unemployment 
rates  used  in  the  development  of  the  1989  budget  are  5.8%  for  FY' 88  and  5.6% 
for  FY'89. 

Program  in  Massachusetts 

In  recent  years  Massachusetts  has  experienced  extremely  low 
unemployment  rates  compared  to  other  states.  In  calendar  year  1987,  the 
state's  unemployment  rate  was  3.2%  compared  to  a  national  rate  of  6.2%. 
Massachusetts'  rate  was  the  lowest  among  the  nation's  11  largest  industrial 
states  during  the  past  five  years.  Yet,  despite  having  one  of  the  lowest 
unemployment  rates  in  the  country,  the  Division  of  Employment  Security  still 
served  approximately  240,000  claimants  during  calendar  year  1987.  The 
Unemployment  Insurance  System  is  administered  by  the  State  Division  of 
Employment  Security  through  38  local  offices. 

In  addition  to  operating  the  Unemployment  Insurance  system,  the 
Massachusetts  Division  of  Employment  Security  has  played  a  vital  role  in 
sustaining  and  fostering  economic  growth  in  the  Commonwealth.  DES's 
Research  Service  is  the  largest  source  of  labor  market  information  in  the 
state  and  it  provides  up-to-date,  comprehensive  local  and  national  labor 
market  information  to  help  state  policy  makers  address  employer  and  worker 
needs.  In  1987  alone,  the  DES  Research  Department  estimates  that  60,000  new 
jobs  were  created  and  more  than  17,000  new  businesses  were  started. 
Massachusetts  unemployment  insurance  tax  rates  have  been  lowered  three  times 
over  the  last  few  years  saving  the  state's  employers  over  $218  million  in  Ul 
taxes.  In  fact,  last  year  DES  was  able  to  reduce  employer's  UI  taxes  to 
their  lowest  level  yet,  and  in  1988  DES  plans  to  maintain  our  current  low 
tax  rate  which  is  well  below  the  national  average. 
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Today  in  Massachusetts  the  Unemployment  Insurance  system  is  a  modern 
and  effective  jobs  program  that  not  only  provides  financial  assistance  to 
temporarily  laid-off  workers,'  but  also  serves  the  most  disadvantaged, 
ranging  from  AFDC  recipients  to  dislocated  workers.  Through  the  "ET 
CHOICES"  program  and  the  14  "Emergency  Assistance  Centers",  DES  runs 
programs  for  dislocated  workers  across  the  Commonwealth. 


FY '89  Budget  Proposal 


Unemployment  Insurance  Program 
Administrative  Grants 


Proposed 
FY'  88  FY'  89 

National  1.66  B  1.68  B 

%  Change  +1.2% 

State  Share        37.9  M  38.3  M 

%  Change  +1.2% 

Basically  the  Unemployment  Insurance  program  is  receiving  a  slight 
increase  for  state  operations,  but  there  is  also  a  10%  decrease  in  the 
contingency  account  which  could  be  harmful  to  states  who  rely  upon 
contingency.  In  Massachusetts  based  on  what  we  received  last  year 
(37,912,877)  we  should  receive  a  slight  increase  in  FY '89  funding 
(38,300,000)  for  unemployment  Insurance  operations. 

The  President  is  also  proposing  to  once  again  submit  legislation  to 
Congress  that  would  increase  the  "latitude  for  State- level  decisionmaking, 
reduce  unproductive  Federal  intervention,  and  improve  the  UI  system's 
ability  to  respond  rapidly  to  changing  economic  circumstances." 
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JOB  SERVICE  (DOL) 

Program  Description 

Under  the  Wagner-Peyser  Act,  as  amended  by  JTPA,  grants  for  the  Job 
Service  are  made  to  states  under  a  formula  based  on  each  state's  share  of 
civilian  labor  force  and  of  unemployed  individuals.  These  grants  support 
100  percent  of  the  cost  of  job  search  and  placement  services  to  job  seekers, 
and  recruitment  and  special  technical  services  for  employers.  Employment 
services  designed  to  meet  national  needs  are  performed  with  additional 
grants  to  cover  the  costs  under  specific  agreements  in  accordance  with  the 
act.  National  activities  to  be  financed  in  FY' 89  include  special  services 
to  veterans,  collection  of  general  purpose  labor  market  statistics, 
determinations  of  labor  needs  under  immigration  laws,  and  administration  of 
the  Targeted  Jobs  Tax  Credit  Program. 

Program  in  Massachusetts 

The  Employment  Service  in  Massachusetts  is  operated  by  the  state 
Division  of  Employment  Security  through  37  local  Employment  Service  offices 
throughout  the  state.  In  Massachusetts  the  primary  focus  of  Employment 
Service  is  to  help  job  seekers  find  quality  jobs  and  employers  find 
qualified  workers.  In  1987  DES  helped  140,000  workers  find  jobs  with  40,000 
employers.  In  addition  to  its  ongoing  placement  efforts,  DES  plays  the 
primary  role  in  two  statewide  initiatives: 

Special  Programs 

Employment  &  Training  (ET)  Choices 

A  nationally  recognized  model,  the  ET  CHOICES  program  helps  welfare 
recipients  find  jobs  that  get  them  out  of  poverty.  DES'  employment  network 
is  the  principal  job  placement  service  for  this  Department  of  Public  Welfare 
program.  In  its  five  year  history,  the  program  has  placed  over  45,000 
welfare  recipients,  and  DES  was  responsible  for  over  half  of  the  placements: 

•  This  year  DES  is  going  to  place  12,100  AFDC  recipients. 

•  Current  placements  are  at  an  average  annual  salary  of  over  $13,800  and 
80%  of  workers  received  employer  sponsored  health  care. 

•  Retention  rates  are  high  -  86%  are  still  off  welfare,  one  year  later. 

Plant  Closings 

Fifteen  (15)  Worker  Assistance  Centers,  across  Massachusetts,  funded 
through  the  Commonwealth's  Industrial  Services  Program,  have  provided 
training,  counseling  and  job  placement  services  to  7,000  workers  of  plant 
closings  or  large  scale  layoffs: 
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•  This  year  DES  made  5,800  placements. 

•  The  average  starting  salary  was  $8.42  per  hour  which  annualizes  to 
over  $17,000. 

•  The  average  replacement  wage  is  91%  of  pre- layoff  wage. 
FY  '89  Program 


Job  Service 

.otments 

to 

States 

FY  '88 

FY  '89 

747  M 

712  M 



-4.8% 

14.1  M 

13.4  M 
-4.8% 

National 
%  Change 

State  Share 
%  Change 

In  FY '89  the  President  actually  requested  $719  million  for  allotments 
to  the  states,  but  included  in  this  amount  is  $7.7  million  for  the 
Immigration  Reform  and  Control  Act  of  1986,  and  further  funding  for 
Occupation  Analysis  Field  Centers.  How  the  $7.7  million  will  be  divided  is 
not  known.  If  the  FY' 89  Employment  Service  request  is  enacted, 
Massachusetts  would  be  forced  to  take  a  9.5%  cut  in  ES  funding 
(approximately  $13.4  million  for  FY'89  as  opposed  to  $14.1  million  in  FY'88). 

The  President  also  recommended  that  in  light  of  Congress's 
reauthorization  of  the  Targeted  Jobs  Tax  Credit  it  would  support  allowing 
states  to  use  their  ES  money  for  TJTC  administration,  but  no  new  TJTC 
administrative  monies  were  requested. 
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NATIONAL  SCIENCE  FOUNDATION 

Program  Description 

The  National  Science  Foundation  (NSF)  is  increasingly  becoming  a  key 
agency  in  the  development  of  a  national  competitiveness  strategy.  NSF 
provides  nearly  $2  billion  annually  for  basic  research  in  science, 
engineering,  math,  information  services,  and  in  the  establishment  of  science 
and  technology  research  centers.  Funds  are  distributed  on  a  discretionary 
basis  to  colleges,  universities,  and  individuals  for  research  and 
development  activities. 

The  Program  in  Massachusetts 

A  number  of  colleges  and  universities  in  Massachusetts  have  fared  well 
in  receiving  NSF  research  and  development  grants.  The  Executive  Office  of 
Economic  Affairs  has  played  a  key  role  in  encouraging  academia  to  apply  for 
funds,  and  in  coordinating  NSF  program  funds  with  the  state's  "centers 
excellence"  effort. 

In  FY' 86,  Massachusetts  received  a  total  of  $124.5  million  in  NSF 
funds  for  individual  project  support  and  funding  for  research  and 
engineering  centers.  Among  the  projects  funded  in  Massachusetts  in  FY '86: 

•  a  $20  million  grant  to  MIT  to  establish  a  center  on  Biotechnology 
Process  Engineering,  and  $18  million  for  individual  research 
programs; 

•  a  joint  $13.8  million  Harvard/University  of  Maryland  project  to 
set-up  a  research  program  on  robotics; 

•  a  $9.1  million  grant  to  UMASS  at  Amherst  to  conduct  research  on  a 
materials  research  laboratory. 

Other  NSF  awards  in  Massachusetts  include:  Tufts,  $1.2  million;  Woods 
Hole,  $18.8  million;  Northeastern,  $2.8  million;  Brandeis,  $2.5  million;  and 
Boston  University,  $3.7  million.  In  FY'87,  NSF  provided  $130.6  million  to 
colleges,  universities,  and  individuals  in  Massachusetts. 
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FY' 89  Budget  Proposal 

FY  '86 

FY  '87 

FY  '88 

Proposal 
FY  '89 

National 
%  Change 

1.352 

1.623  3 
+20% 

1.717  B 
+5.8% 

1.05  B 
+19% 

State  Share 
%  Change 

124.5  M 

130.6  M 
+5% 

NA 

NA 

In  one  of  the  few  increases  in  the  budget,  the  Administration 
recommended  an  increase  for  the  National  Science  Foundation  in  FY' 89.  The 
President's  budget  would  provide  an  19%  increase  to  the  agency  for  basic 
research,  training,  and  technology  transfer  programs.  The  $2.05  billion 
budget  would  set-aside  $150  million  for  10-15  science  and  technology  centers 
over  the  next  five  years. 
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EXECUTIVE  OFFICE 

OF 

COMMUNITIES 

- 

AND 

DEVELOPMENT 

OOMMONITY  DEVELOPMENT  BLOCK  GRANTS  -  SMALL  CITIES/ENTITLEMENT  PROGRAM   (HOD) 

Program  Description 

The  Community  Development  Block  Grant  Program  represents  the  federal 
government's  largest  investment  in  a  wide  variety  of  community  activities 
including  housing  rehabilitation,  community  facilities,  and  economic 
development.  It  is  flexible  and  highly  targetted  to  benefit  low  and  moderate 
income  citizens.  Seventy  percent  of  the  program  is  allocated  to  entitlement 
cities  and  counties  with  populations  over  50,000.  Massachusetts  has  31 
communities  which  receive  CDBG  funds  through  the  entitlement  portion.  Thirty 
percent  of  the  funds  are  awarded  to  the  states  for  distribution  to  communities 
under  50,000  population.  HUD  requires  the  program  to  meet  at  least  one  of 
the  following  national  objectives  in  the  Small  Cities  Programs 

(1)  give  maximum  feasible  priority  to  activities  which  will  benefit  low 
and  moderate  income  families; 

(2)  aid  in  the  prevention  or  elimination  of  slums  or  blight;  or 

(3)  (where  the  grantee  certifies)  meet  other  community  development 
needs  having  a  particular  urgency  because  existing  conditions  pose 
a  serious  threat  to  the  health  and  welfare  of  the  community,  where 
other  financial  resources  are  not  available  to  meet  such  needs. 

The  Program  in  Massachusetts 

The  state  has  maximum  flexibility  in  designing  their  program  to  assist 
communities  under  50,000  population.  Under  this  program,  Massachusetts  has 
established  five  major  categories: 

(1)  General  Fund  -  This  is  the  largest  pool  of  available  resources. 
Communities  apply  on  a  yearly  basis  to  carry-out  traditionally 
eligible  CDBG  activities.  EOCD  expects  to  award  approximately 
30-35  grants  this  year.  Application  requests  can  range  from 
$100,000  to  $700,000  per  year,  with  a  maximum  duration  of  two 
years. 

(2)  Innovative  Fund  -  EOCD  is  establishing  a  small  set-aside  within  the 
General  Fund  to  support  innovative  proposals  throughout  the  year. 
These  will  be  for  demonstration  projects.  The  maximum  award  under 
the  Innovative  Bonus  Fund  will  be  $30,000.  With  the  available 
funding,  EOCD  expects  to  award  4-5  grants  under  this  program. 

(3)  Economic  Development  Set-Aside  (EDSA)  -  will  fund  projects  through 
four  categories: 

(A)  ESDA:  provides  assistance  for  single-purpose  economic 
development  projects  which  result  in  creation/retention  of  jobs  and 
benefits  to  low  and  moderate  income  persons.  Maximum  grant  award 
is  $500,000  per  project. 

(B)  Interim  Development  Financing:  provides  interim  construction 
financing  for  housing  and/or  economic  development  projects. 
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(C)  Feasibility  Studies:  projects  dealing  with  the  feasibility  of 
undertaking  an  economic  development  project  will  be  allowed  as  part 
of  the  EDSA.  The  purpose  of  these  grants  will  be  to  determine 
whether  the  projected  full  scale  development  should  take  place  and 
how  it  will  be  structured.  Maximum  grants  will  be  $30,000. 

(D)  Infrastructure  Set-Aside  Program  (ISAP):  The  ISAP  Program  has 
been  established  to  provide  funding  for  infrastructure  projects 
undertaken  in  coordination  with,  and  support  of,  private  economic 
development  activities  in  eligible  communities.  The  maximum  awards 
from  the  ISAP  program  will  be  $300,000  per  project  application, 
with  grantees  required  to  provide  a  minimum  25%  share  to  total 
project  costs. 

(4)  Main  Street  Program:  The  Main  Street  Program  is  used  to  fund 
communities,  with  a  maximum  award  of  $40,000,  and  to  provide 
technical  assistance  to  participating  municipalities.  The  Main 
Street  methodology  involves  components  which  are  integrated  to 
create  a  positive,  identifiable  image  for  the  central  business 
district.  The  Program  offers  financial  and  technical  assistance  to 
help  communities  in  applying  the  "Main  Street  Methodology"  to  their 
downtowns . 

(5)  Housing  Development  Fund:  This  fourth  component  has  been 
re-designed,  with  an  increased  emphasis  on  supporting  affordable 
housing  development. 

(A)  CORE  FOCUS  Program:  CORE  FOCUS  is  being  made  available  under  a 
joint  program  between  the  MSCP  and  EOCD's  Housing  Division.  MSCP 
funds  and  state  rental  assistance  are  available  for  communities  to 
undertake  mixed  use  (commercial/housing)  construction  or 
rehabilitation  projects  in  downtown  or  neighborhood  centers  which 
will  result  in  housing  for  low-income  people.  Up  to  $200,000  in 
MSCP  funds  are  available  per  project. 

(B)  Housing  Development  Support  Program  (HDSP):  The  HDSP  will 
provide  funds  to  communities  to  carry  out  a  variety  of  activities 
in  support  of  the  development  of  either  public  or  private  housing 
which  will  be  affordable  to  low  and  moderate  income  persons.  These 
eligible  activities  will  include,  but  not  be  limited  to: 
infrastructure  improvements,  acquisition  of  land,  site  preparation, 
and  assistance  in  the  rehabilitation  of  the  structures. 

(C)  Rental  Rehabilitation  Administration:  The  State  provides  funds 
to  help  administer  the  federal  rental  rehabilitation  program. 
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FY '89  Budget  Proposal 


National 
%  change 


FY  '81 


3.7  B 


Entitlement         NA 
State  CDBG  Program 

Mass  Share 

Entitlement       NA 
%  Change 

Mass  Share 

Non-entitlement    NA 
%  Change 


FY  '87 

3.0  B 
-19% 

2.06  B 
.88  B 


65  M 


24.2  M 


FY  '88 


2.97  B 

-1% 

1.97  B 

.85  B 

62  M 

-4.6% 

23.4  M 

-3.3% 

Proposed 
FY  '89 

2.63  B* 
-11% 

1.8  B 
.77  B 


55.2** 
-11% 


20.8** 
-11% 


*  Actually  $2.48  billion  will  be  proposed  for  the  CDBG  Program  in  FY '89. 
The  Administration  is  calling  for  the  transfer  of  $145  million  in 
Section  312  Rehabilitation  Loan  Funds  to  the  CDBG  Program  totalling 
$2,625  billion. 

**  Estimates  based  on  a  uniform  reduction  of  11%. 

In  actuality,  the  HUD  FY '89  budget  called  for  $2,480  million  in  new 
budget  authority  for  the  CDBG  Program.  This  is  a  16%  reduction  from  last 
year's  level.  The  Administration  also  proposed  that  $145  million  in  Section 
312  Rehabilitation  Loan  Funds  be  transferred  to  the  CDBG  program.  The  Section 
312  funds,  in  addition  to  the  new  budget  authority  of  $2,480  million,  will 
provide  a  total  funding  level  of  $2,625  million.  This  would  be  the  lowest 
level  of  funding  since  the  mid- seventies. 

The  CDBG  Program  has  been  an  important  tool  in  revitalizing  many  of 
America's  distressed  urban  and  rural  communities.  Massachusetts  has 
effectively  used  the  CDBG  Program  to  create  jobs  and  provide  housing  for  low 
and  moderate  income  people.  An  eleven  percent  reduction  in  CDBG  Program  funds 
would  seriously  impair  the  state's  ability  to  help  its  local  jurisdictions. 
It  is  estimated  that  such  a  cut  would  result  in  the  loss  of  nearly  1,000  new 
jobs  created  or  the  rehabilitation  of  nearly  1,900  housing  units.  The  11%  cut 
would  be  the  equivalent  of  35  large  industrial  loans. 
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URBAN  DEVELOPMENT  ACTION  GRANTS  (ODAG) 


(HUD) 


Program  Description 

The  Urban  Development  Action  Grant  Program  (UDAG)  provides  grants  to 
cities  and  urban  counties  which  are  experiencing  severe  economic  distress  to 
help  stimulate  economic  development  activity  needed  to  aid  in  economic 
recovery.  Assistance  may  be  provided  to  communiites  which  meet  minimum 
standards  of  physical,  economic,  or  fiscal  distress,  and  have  demonstrated 
results  in  providing  equal  opportunity  in  housing  and  employment  for  low-  and 
moderate-income  persons  and  members  of  minority  groups.  Assistance  also  may 
be  provided  for  economic  development  and  neighborhood  revitalization  projects 
targeted  to  severely  distressed  areas  -  "pockets  of  poverty"  -  in  otherwise 
nondistressed  communities.  Massachusetts  and  other  Northeast/Midwest  states 
have  traditionally  done  well  in  receiving  UDAG  funds. 

A  major  goal  of  the  Urban  Development  Action  Grants  program  is  the 
leveraging  of  private  investment  in  distressed  cities  and  urban  counties.  Of 
each  year's  allocation,  HUD  must  set  aside  25%  for  small  communities  with  a 
population  of  less  than  50,000.  Each  calendar  quarter,  HUD  announces 
decisions  on  grant  applications;  UDAG  funding  is  not  based  on  a  formula  or 
entitlement. 

The  Program  in  Massachusetts 

The  HUD-sponsored  program  has  been  extremely  popular  in  Massachusetts. 
In  1986  and  1987,  the  state  received  17  grants  totalling  $9.8  billion  and 
creating  3,155  jobs.  The  program  leveraged  nearly  $50  million  in  private 
sector  funding. 

The  following  communities  were  awarded  grants  in  FY' 88: 


City/Granter 

Award 

Number  of  Jobs 

Private  Investment 

1.) 

Everett 

KHE  Corporation 

$  935,000 

68 

$  3.8  million 

2.) 

Fall  River 

Olivers  Motel 

$  600,000 

22  ' 

$  1.9  million 

3.) 

Fall  River 

Ramco  Fabrics  Inc. 

$1,516,000 

310 

$  5.1  million 

4.) 

Fall  River 

Warehouse  Homecenter 

$  293,897 

25 

$1.03  million 

5.) 

Fall  River 

ARMAC  Industries 

$  220,000 

20 

$  751,449 

6.) 

Fall  River 

•% 

Val  Tronics 

$  300,000 

25 

$1.15  million 

7.) 

Fall  River 

Store  Tech 

$  386,000 

50 

$1.46  million 
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FY '89  Budget  Proposal 

As  in  every  previous  budget,  submitted  by  President  Reagan,  the 
Administration  has  called  for  the  elimination  of  the  UDAG  program  in  FY' 89. 
The  unobligated  balance  available  in  1989,  estimated  at  $50  million,  is 
proposed  for  recission.  The  Administration  notes  that  the  state  and  local 
governments  can  use  the  CDBG  program  for  the  same  purposes  despite  its  efforts 
to  cut  that  program  by  10  percent. 

The  termination  of  this  targeted  economic  development  would  be  a  serious 
blow  to  the  job  creation  efforts  in  distressed  urban  communities. 
Massachusetts  has  been  extremely  successful  in  procuring  funds  under  this 
discretionary  program.  Last  year,  the  distressed  communities  in  Massachusetts 
received  over  $4  million,  which  leveraged  $15.2  million  in  private  sector 
funds  and  helped  create  over  500  jobs. 

FY  '81 

National  $675  M 

%  Change  — 

State  Share*        — — 
%  Change  — 

*Funds  awarded  to  Massachusetts  differ  greatly  from  year  to  year  because  they 
are  allocated  on  a  discretionary  basis. 


FY  '88 

Proposed 
FY  '89 

$216  M 
-4% 

-  0  - 
-100% 

$4.2  M 
-25% 

-  0  - 
-100% 
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COMMDNITY  SERVICES  BLOCK  GRANT  (HHS) 

Program  Description 

On  October  1,  1981,  the  U.S.  Department  of  Health  and  Human  Services 
established  the  Community  Services  Block  Grant  Program  (CSBG),  pursuant  to  the 
Omnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35). 

The  objective  of  the  CSBG  Program  is  to  provide  funds  to  states  for 
community-based  programs  that: 

•  offer  health,  nutrition,  housing  and  employment-related  services  to 
improve  the  standard  of  living  of  low-income  persons;  and 

•  encourage  self-sufficiency,  community  involvement,  effective  use  of 
related  poverty  programs,  and  the  involvement  of  the  private 
sector . 

The  Program  in  Massachusetts 

The  Massachusetts  CSBG  Program  is  administered  by  the  Office  of 
Community  Action,  within  the  Executive  Office  of  Communities  and  Development 
(EOCD) .  Of  the  25  Massachusetts  Community  Action  Agencies  which  the  federal 
government  had  funded  in  FY  '81,  24  continue  to  receive  funding  under  this 
block  grant  program.  A  new  agency  was  designated  by  the  Governor  in  May, 
1985,  to  cover  the  City  of  New  Bedford. 

In  FY '86,  EOCD  provided  90%  of  the  CSBG  program  funds  to  Community 
Action  Agencies,  5%  for  administrative  expenses,  and  5%  for  a  Special  Projects 
Fund  which  is  issued  to  Community  Development  Corporations  and  other 
community-based  organizations  under  a  competitive  grants  process.  A  similar 
arrangement  was  in  place  for  FY '87  and  FY '88. 

Congress  funded  the  program  at  $368  million  for  FY'87,  with  the  state 
receiving  $8*68  million.  However,  under  the  deficit  reduction  agreement 
reached  between  the  Congress  and  the  White  House,  funding  for  FY '88  has  been 
reduced  to  $325.5  million,  with  the  state  receiving  $8.4  million.  This 
represents  a  2.85%  loss.  Of  the  $8.4  million,  5%  will  go  towards 
administrative  fees  and  another  5%  directed  towards  a  discretionary  fund 
utilized  by  non-profit  organizations  for  anti-poverty  initiatives. 

FY  '89  Budget  Proposal 

Proposed 
FY  '81        FY  '88        FY  '89 


National        545  M        325  M        282  M 

%  change  -40.3%  -13.2% 

State         11.2  M        8.4  M        6.34  M  * 

*  estimate  based  on  previous  allocations. 
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The  President's  budget  request  of  $282  million  in  FY' 89  implements  a 
four  year  phase-out  of  the  Community  Services  Block  Grant.  The  Administration 
maintains  that  the  program  is  duplicative  of  other  existing  federal  programs 
providing  funds  for  similar  services.  The  Administration  also  states  that  the 
proposed  phase-out  would  allow  grantees  adequate  time  to  obtain  resources  from 
other  existing  federal,  state,  and  private  sector  funding  mechanisms. 


FY' 88  LOCAL  INITIATIVES  PONDING 


CAA  AREA 

FY'84* 

FY'86** 

FY'87 

FY'88*** 

Boston  (ABCD)        $ 

2,913,406 

$  2,896,229 

$  3,026,436 

$  2,941,419 

Gloucester  (ACTION) 

139,358 

138,525 

144,749 

141,188 

Berkshire  County  (BCAC) 

191,792 

190,662 

199,229 

193,565 

Somerville  (CAAS) 

178,622 

177,591 

185,570 

180,660 

Cape  &  Islands  (CACCCI) 

174,343 

173,324 

181,112 

176,106 

Haverhill  (CAI) 

145,226 

144,366 

150,853 

146,501 

Chelsea-Revere  (CAPIC) 

153,559 

152,647 

159,506 

154,851 

Cambridge  (CEOC) 

212,989 

211,727 

221,240 

214,819 

Fall  River  (CFC) 

266,906 

265,339 

277,261 

269,472 

Lowell  (CTI) 

250,810 

249,354 

260,558 

253,531 

Franklin  County  (FCAC) 

138,257 

137,704 

143,891 

139,670 

Lawrence  (GLCAC) 

168,838 

167,864 

175,407 

170,792 

Hampshire  County  (HCAC) 

174,344 

173,325 

181,112 

176,106 

Lynn  (LEO) 

218,226 

216,935 

226,682 

220,132 

Montachusett  (MOC) 

193,455 

192,307 

200,948 

195,083 

North  Shore  (NSCAP) 

166,339 

165,352 

172,782 

167,756 

New  Bedford  (PACE) 

221,741 

234,665 

245,209 

238,350 

Quincy  (QCAO) 

138,527 

137,704 

143,891 

139,670 

Springfield  (SAC) 

256,105 

253,734 

265,135 

258,086 

Brockton  (SHI) 

224,521 

223,217 

233,247 

226,964 

Framingham  (SMOC) 

152,733 

151,833 

158,653 

154,093 

South  Shore  (SSCAC) 

138,527 

137,704 

143,891 

139,670 

Medford-Malden  (TRICAP) 

203,850 

202,647 

211,752 

205,709 

Holyoke-Chicopee  (VOC) 

171,326 

170,326 

177,979 

173,069 

Worcester  (WCAC) 

310,859 

309,056 

322,943 

313,499 

$  7,504,939    $  7,474,205    $  7,810,036 
*  Includes  $122,000  in  carry-over  FY' 83  funding. 


$  7,590,761 


**  Final  allocation  for  FY'86  after  3%  Gramm-Rudman  cut.  Does  not  include 
federal  allocation  increase  of  $427,102  for  CAAs,  appropriated  later. 


*** 


Based  on  2.85%  cut  as  a  result  of  defict  reduction  agreement. 
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BOOSING  ASSISTANCE  PAYMENTS  PROGRAM  -  SECTION  8  (HOD) 

Program  Description 

The  Housing  Assistance  Payments  Program  (Section  8),  established  in  the 
1974  Community  Development  Act,  subsidizes  the  rents  of  tenants  who  live  in 
the  following  housing  unit  categories:  existing  rental  units;  moderate  and 
substantial  rehab  (rental  units  undergoing  certain  degrees  of  renovation);  and 
new  construction.  The  basic  principle  of  the  program  is  simple:  HUD  pays  a 
subsidy  equal  to  the  difference  between  a  "fair  market  rent"  (FMR)  and  what 
the  tenant  can  afford  to  pay.  HUD  sets  the  FMR  at  45%  of  the  rent  paid  by 
recent  movers,  and  the  tenant  contribution  is  equal  to  30%  of  adjusted 
income.  Eligible  households  under  the  Section  8  program  must  have  incomes 
which  do  not  exceed  50%  of  the  area  median  income. 

The  Housing  and  Urban-Rural  Recovery  Act  of  1983  replaced  the 
substantial  rehabilitation  subsidy  with  the  Rental  Rehabilitation  Grant 
Program,  discontinued  the  new  construction  subsidy  and  replaced  it  with  the 
Rental  Housing  Development  (HoDAG)  Program.  However,  the  Housing  and 
Community  Development  Act  of  1987  eliminates  the  HoDAG  program  at  the  end  of 
FY'89. 

Subsidies  are  guaranteed  for  various  multi-year  commitments.  The  new 
construction  and  substantial  rehab  subsidies  involve  a  20-year  commitment, 
while  moderate  rehab  and  existing  subsidies  carry  a  15-year  commitment. 
Existing  housing  tenants  may  use  their  subsidy  for  their  choice  of  certified 
units;  all  other  subsidies  are  tied  to  the  units  and  may  not  be  transferred. 

Many  Section  8  subsidized  tenants  are  in  danger  of  being  displaced  due 
to  mortgage  loan  prepayment  options  available  to  owners  now  that  low-income 
housing  commitments  are  due  to  expire.  The  1987  Housing  and  Community  and 
Development  Act  provided  for  prepayment  of  federally  assisted  mortgage  loans 
by  owners  of  low-income  housing  (and  the  termination  of  commitments  to  make 
the  housing  available  to  low-income  residents)  only  when  such  owners  have 
prepayment  plan  approved  by  HUD.  In  addition,  HUD  would  not  be  expected  to 
terminate  the  owners'  commitments  unless  the  needs  of  those  displaced  by  such 
a  conversion  could  be  met.  Moreover,  the  1987  law  includes  incentives  (such 
as  insurance  for  a  second  mortgage)  to  owners  to  extend  the  use  of  the 
property  by  low-income  residents. 

Housing  Voucher  Program 

The  Housing  Voucher  Program  was  authorized  as  a  demonstration  program  by 
the  Housing  and  Urban-Rural  Recovery  Act  of  1983  and  made  permanent  in  the 
Housing  and  Community  Development  Act  of  1987.  The  voucher  subsidy  is  based 
on  the  difference  between  an  established  rent  payment  standard  for  each  market 
and  a  fixed  percentage  of  family  income.  The  payment  standard  is  set  at  a 
level  equivalent  to  the  45th  percentile  of  the  distribution  of  rents  for 
rented  units  of  standard  quality,  including  recent  movers,  but  excluding 
public  housing  units  and  units  built  in  the  previous  two  years.  The  subsidy 
the  tenant  will  receive  is  based  upon  the  difference  between  the  payment 
standard  established  for  the  family's  housing  size  needs  and  30%  of  their 
adjusted  income. 
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A  major  factor  of  the  voucher  program  is  that  it  does  not  place  a  limit 
on  the  rent  which  tenants  may  pay.  Rather,  tenants  may  live  in  units  which 
have  rents  higher  than  the  payment  standard.  However,  the  difference  would  be 
paid  by  the  tenant.  Conversely,  tenants  who  choose  to  rent  units  below  the 
payment  standard  would  be  permitted  to  pay  less  than  30%  of  their  adjusted 
income  toward  their  housing  costs.  The  Administration  maintains  that  this 
provides  a  "shopping  incentive"  for  tenants  to  find  housing  in  a  market  which 
best  suits  their  needs. 

The  voucher  approach  represents  the  cornerstone  of  the  Reagan 
Administration  housing  policy.  Repeatedly,  the  Administration  has  sought  to 
replace  the  Section  8  subsidy  program  with  a  voucher  system.  However,  these 
vouchers  simply  provide  a  monetary  subsidy  for  tenants  in  existing  units  and 
make  no  allowance  for  moderate  and  substantial  rehab  or  new  construction 
tenants.  The  subsidy  commitment  is  also  shorter  under  the  housing  voucher 
program  with  only  a  five  year  commitment  compared  to  15  and  20  year 
commitments  in  the  Section  8  program. 

The  1987  Housing  and  Community  Development  Act  authorized  7,500  units 
for  the  Voucher  Program  mandating  that  at  least  5%  of  the  voucher  funds  should 
be  reserved  for  an  adjustment  pool  to  compensate  for  higher-than-normal  rent 
increases  experienced  by  those  receiving  such  assistance.  HUD  would  not  have 
the  discretion  to  distribute  these  set  aside  funds  unless  demand  exceeded  the 
amount  available. 

The  Program  in  Massachusetts 

The  Metropolitan  Housing  Assistance  Program  (MetHAP)  is  one  of  the  eight 
regional  subcontractors,  affiliated  with  the  Commonwealth's  Executive  Office 
of  Communities  and  Development  (EOCD),  which  issues  Section  8  certificates. 
In  FY' 87  the  Commonwealth  spent  $31.3  million  in  federal  dollars  for  the 
Section  8  existing  program  and  $9.78  million  in  federal  funds  for  the  moderate 
rehab  program.  EOCD  received  the  state's  first  unit  allocation  (1,055  units) 
for  the  existing  unit  subsidy  program  in  1975.  By  FY '86  the  state's 
incremental  unit  allocation  had  been  reduced  to  130  units. 

Local  Housing  Authorities  or  nonprofit  agencies,  under  contract  to  EOCD, 
administer  a  companion  low-income  rental  assistance  program,  the  state  Chapter 
707  program.  Under  this  program,  tenants  pay  no  more  than  25%  of  their  income 
for  rent  while  local  housing  authorities,  through  subsidy  payments,  make  up 
the  difference  between  the  tenant-share  and  the  allowable  market  rent  for  the 
unit.  . 

The  Chapter  707  Moderate  Rehabilitation  program  works  in  conjunction 
with  the  Section  8  Moderate  Rehab  program  by  providing  increased  rental 
subsidies  guaranteeing  rent  levels  which  enable  private  owners  to  amortize 
rehabilitation  costs  incurred  in  making  improvements.  Chapter  707  provides  up 
to  a  10-year  commitment  of  an  increased  rental  subsidy  for  each  rehabbed  unit, 
while  Section  8  provides  a  15-year  commitment  of  an  increased  rental  subsidy. 

It  is  important  to  note,  however,  that  the  state  Chapter  707  program  is 
meant  to  supplement,  not  supplant,  the  federal  Section  8  program. 
Massachusetts  coordinates  Section  8  subsidy  funds  with  many  state  rental 
development  programs  in  order  to  stretch  the  use  of  each  federal  dollar. 
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Under  the  voucher  program,  the  Commonwealth  and  Boston  Housing  Authority 
received  $1.6  million  in  contract  authority  (five  year  commitment)  for 
approximately  374  units  in  FY '85.  In  FY' 88  Massachusetts  projects  spending 
$4.2  million  in  federal  funds  for  the  Housing  Voucher  Program. 

Massachusetts  has  developed,  through  an  inter-agency  agreement  with  the 
state  Department  of  Welfare,  a  Housing  Search  Program  which  assists  low-income 
families  utilizing  vouchers  to  find  affordable  housing.  Because  the  federal 
voucher  program  sets  no  limit  on  the  amount  of  rent  paid,  many  voucher 
recipients  are  in  danger  of  contributing  a  burdensome  amount  of  their  income 
for  housing  costs  —  sometimes  as  high  as  70%. 

The  Housing  Search  Program  assigns  an  affordable  housing  specialist  to 
low-income  families  temporarily  residing  in  emergency  shelters,  hotels  and 
motels  to  find  housing  units  that  meet  their  needs  and  are  affordable.  State 
funds  supporting  this  program  have  helped  to  make  the  federal  voucher  program 
work  in  Massachusetts. 


FY '89  Budget  Proposal 

The  President's  budget  recommendation  for  assisted  housing  programs 
includes  elimination  of  the  Section  8  Moderate  Rehabilitation  and  Existing 
Unit  Rental  Subsidy  Programs,  while  expanding  and  restructuring  the  Housing 
Voucher  Program.  Under  the  President's  plan,  only  the  voucher  program  will 
fund  incremental  units  in  FY '89  as  well  as  provide  vouchers  for  certain  non 
incremental  or  replacement  units. 

For  FY '89  the  Administration's  budget  proposes  an  appropriation  of  $4.55 
billion  for  assisted  housing  programs  to  fund  124,787  units,  of  which  108,000 
are  incremental.  The  incremental  units  include  100,000  housing  vouchers, 
7,000  Section  8  units  to  support  the  Section  202  program,  and  1,000  Indian 
Housing  units.  An  additional  27,500  vouchers  are  requested  for  the  Rural 
Housing  Voucher  Demonstration  program.  The  1987  Housing  and  Community 
Development  Act  expanded  the  voucher  to  rural  housing  with  an  authorization  of 
7,500  vouchers  in  FY '88  and  FY '89. 

The  FY '89  budget  appropriation  proposal  includes  funding  16,787 
non-incremental  or  replacement  units.  Housing  voucher  assistance  is 
recommended  for  the  following  Section  8  non-incremental  or  replacement  units: 

•  1,000  households  which  may  be  displaced  when  Section  8  owners 
decide  not  to  extend  contracts  (opt-outs); 

•  5,155  households  affected  by  the  pre-payment  of  mortgage  loans  by 
owners  of  federally-assisted  properties; 

•  2,500  units  affected  by  public  housing  project  demolition. 

In  addition,  $38.7  million  would  be  set  aside  for  the  replacement  of 
1,437  expiring  Section  8  (5-year)  Loan  Management  contracts  with  voucher.  The 
remaining  non-incremental  units  would  be  supported  through  Loan  Management, 
Property  Disposition,  and  Conversion  Section  8  funding  ($426.5  million). 
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The  President's  budget  proposal  also  includes  the  following  legislative 
changes  to  more  closely  conform  the  Section  8  Certificate  program  to  the 
Housing  Voucher  program: 

•  make  vacancy  payment  provisions  for  the  Certificate  program  the 
same  as  those  for  the  Housing  Voucher  program; 

•  equalize  the  administrative  fees  paid  to  authorities  administering 
the  Certificate  and  Voucher  programs  to  7.65%  of  the  Existing 
Certificate  Fair  Market  Rent  beginning  in  1989; 

•  permit  Certificate  households  to  pay  more  than  30%  of  income  for 
rent  if  they  choose  to  rent  units  in  excess  of  Fair  Market  Rents 
(participants  currently  may  not  rent  such  units);  and 

•  include  a  welfare  rent  feature  to  the  formula  for  determining 
assistance  under  the  Voucher  program  similar  to  the  formulas  in 
place  for  the  Section  8  Existing  Certificate  program. 


SECTION  8  -  Moderate  Rehab 


FY  *81 


FY  '88 


Proposed 
FY  '89 


National 
%  change 
Incremental 
Units 

SECTION  8  -  Existing 


1.34  B* 
24,981 


495.9  M 
-  63% 

5,000 


-  0  - 

-  100% 

-  0  - 


National 
%  change 
Incremental 
Units 

HOUSING  VOUCHER  PROGRAM 


FY  '81 


3.17  B* 


66,508 


FY  '88 

848.8  M 
-  73.2% 

10,000 


Proposed 
FY  '89 

-  0  - 

-  100% 

_  o  - 


National 
%  change 
Incremental 
Units  - 


FY  '84** 


261.5  M 


14,404 


FY  '88 

1.167  B 
+  346% 

48,915 


Proposed 
FY  '89 

3.032  B 
+  160% 

100,000 


*  Figures  represent  budget  authority  actual  used  during  that  year. 

**  This  was  the  first  year  funds  were  appropriated  for  the  voucher  program, 
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HOUSING  FOR  ELDERLY  AND  HANDICAPPED  (SECTION  202)  (HDD) 

Program  Description 

The  Section  202  program  authorizes  federal  loans,  at  be low-market 
interest  rates,  for  distribution  to  non-profit  organizations  engaged  in 
constructing,  rehabilitating  or  altering  rental  housing  units  for  elderly  and 
handicapped  people.  While  most  Public  Housing  is  administered  by  insuring  a 
mortgage  made  by  the  private  lender,  HUD  itself  lends  the  funds  for  the 
Section  202  program.  The  low  interest  rate  is  based  on  average  Treasury 
borrowing  costs,  and  it  enables  the  housing  program  to  operate  at  lower  costs. 

This  low-rent  housing  is  reserved  for  individuals  who  meet  eligibility 
criteria  including  an  income  level  too  high  to  qualify  for  public  housing,  but 
too  low  to  afford  adequate  private  housing.  Since  the  rents  may  still  be  too 
high  for  low-income  elderly  and  handicapped  people,  Congress  revised  the 
program  so  that  Section  8  Housing  Assistance  Payments  subsidies  are  made 
available.  Tenants  who  meet  the  Section  8  Housing  income  limits  do  not  have 
to  pay  30%  of  their  income  for  rent.  Awards  for  the  Section  202  program  are 
made  yearly  on  a  competitive  basis.  Massachusetts  received  funding  for  347 
Section  202  units  in  FY' 87. 

Significant  statutory  changes  occurred  during  FY '88  which  have  some 
implications  for  the  production  and  scope  of  the  Section  202  program.  The 
Housing  and  Community  Development  Act  of  1987  determined  that  the  Section  8 
rental  assistance  for  nonelderly  handicapped  Section  202  units  was  costly  and 
inefficient.  As  a  result,  the  Act  authorizes  a  new  project-based  subsidy  to 
be  developed  for  handicapped  tenants  specifying  that  Section  8  assistance 
continue  until  such  a  replacement  could  be  implemented.  The  final 
appropriations  resolution  for  FY' 88  included  language  mandating  that  at  least 
25%  of  the  loan  authority  provided  for  elderly  and  handicapped  housing 
construction  be  used  for  handicapped  project  loans. 

FY '89  Budget  Proposal 

The  President's  FY '89  budget  proposes  a  41%  reduction  in  the  number  of 
units  that  will  be  funded  through  the  Section  202  program.  The  requested  loan 
authority  for  FY '89,  at  a  level  of  $350.2  million,  is  61%  lower  than  the 
amount  authorized  in  FY '88. 

The  Administration  further  proposes  that  the  25%  portion  of  loan 
authority,  mandated  for  handicap  project  use,  be  targetted  towards  projects 
for  the  mentally  ill,  homeless  handicapped.  The  budget  estimates  that  $50 
million  will  be  earmarked  for  this  population's  housing  needs.  Furthermore, 
the  budget  assumes  that  handicapped  projects  will  continue  to  be  supported 
with  Section  8  assistance  in  FY '89. 

The  FY '89  Reagan  budget  also  includes  a  proposal  to  change  the  way 
credit  programs  are  treated  in  the  budget,  through  a  Federal  Credit  Reform 
initiative,  which  involves  selling  government  loans  as  they  are  made  in  order 
to  determine  the  accurate  value  of  the  government  subsidy  included  in  them. 
The  actual  subsidy,  rather  than  the  entire  loan,  would  then  require 
appropriation. 
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If  this  proposal  were  to  be  adopted,  loans  provided  by  the  Section  202 
program  after  October  1,  1988  would  become  obligations  under  the  Treasury 
Department  through  the  Federal  Credit  Revolving  Fund  rather  than  show  as 
budget  authority  required  for  HUD.  The  Section  202  program  would  then  only 
require  an  appropriation  for  the  implicit  subsidy  provided  by  the  program. 
The  Administration  estimates  that  this  subsidy  equals  21.7%  of  the  requested 
new  loan  authority  for  FY' 89,  or  $72.5  million.  The  White  House  maintains, 
however,  that  this  neither  raises  nor  loses  money  in  FY' 89. 


SECTION  202  LOAN  AUTHORITY 


FY  '81 


FY  '88 


Proposed 
FY  '89 


National 
%  change 


855  M 


565.5  M 
-  33.8% 


350.2  M 
-  38% 


Units 


15,166 


12,000 


7,000 


SECTION  202  -  Section  8  Assistance 


FY  '84 


FY  '88 


Proposed 
FY  '89 


National 
%  change 


1.9  B 


1.519  B 
-  20% 


1.097  B 
-  27.8% 


Incremental 
Units 


14,277 


10,990 


7,000 
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RENTAL  REHABILITATION  GRANTS  (HOD) 

Program  Description 

In  1983,  Congress  passed  the  Housing  and  Urban-Rural  Recovery  Act  which 
made  significant  changes  in  HUD's  Section  8  Program.  The  new  construction  and 
substantial  rehabilitation  initiatives  contained  within  Section  8  were 
repealed  (with  the  exception  of  funds  obligated  before  January  1,  1984  and 
Section  202  projects) .  These  were  replaced  by  Rental  Development  and  Rental 
Rehabilitation  Grants. 

Rental  Rehabilitation  Grants; 

•  provide  loans  for  renovation  of  rental  properties  which  must  be 
matched  or  exceeded  by  owners'  contributions; 

•  allocates  funds  by  formula  (which  HUD  will  not  release  until 
spring/summer)  directly  to  CDBG  entitlement  communities,  and  to 
states  for  non-entitlement  communities  (an  entitlement  community 
can  contract  with  a  state  to  have  the  state  administer  the  program 
on  the  community's  behalf).  A  state  may  carry  out  its  own  rental 
rehabilitation  program,  or  distribute  funds  to  non-entitlement 
communities; 

•  requires  that  100%  of  assistance  must  be  used  for  the  benefit  of 
lower-income  families  (this  can  be  reduced  to  70%  if  grantee  can 
certify  to  HUD  satisfaction  that  a  program  cannot  be  developed 
without  such  reduction); 

•  provides  that  an  equitable  share  of  funds  must  be  used  for  housing 
for  families,  including  large  families  with  children.  Priority  is 
for  projects  with  substandard  units  occupied  by  very  low-income 
families.  Projects  must  be  located  in  neighborhoods  where  median 
income  does  not  exceed  80%  of  the  median  income  of  the  area. 

The  1987  Housing  and  community  Development  Act,  passed  last  year, 
contains  a  number  of  changes  to  the  Rental  Rehab  Program.  Grant  amount  limits 
were  expanded  to  include:  $5,000  for  an  efficiency  apartment,  $6,500  for  a 
single  bedroom,  $7,500  for  two  bedrooms  and  $8,500  for  units  with  three  or 
more  bedrooms.  Originally,  program  grants  were  authorized  at  a  $5,000  limit. 

The  1987  Act  also  includes  authorization:  allowing  state  and  local 
governments  to  utilize  not  more  than  10%  of  each  rental  rehab  grant  for 
administrative  use;  providing  Section  8  certificates  and  vouchers  to  lower 
income  tenants  of  rental  rehab  projects;  and  expanding  the  rental  rehab 
program  to  rural  areas. 

The  Program  in  Massachusetts 

In  FY '86,  Massachusetts  received  $959,000  in  Rental  Rehabilitation 
Grants  and  150  Section  8  vouchers.  The  Department  of  Housing  and  Urban 
Development  has  recently  allocated  Massachusetts  $2.27  million  for  FY '87. 
However,  thus  far  HUD  had  declined  to  issue  vouchers  to  Massachusetts  with 
this  year's  Rental  Rehab  award. 
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FY '89  Budget  Proposal 

Rental  Rehabilitation  Grants 

Proposed 
FY  '34        FY  '88        FY  '89 

Amount  (obligations)         150  M        200  M        150  M* 
%  change  +  33%        -  25% 

Included  in  the  President's  FY'89  recommendation  of  $150  million  for 
Rental  Rehab  Grants  is  $1.5  million  earmarked  for  technical  assistance  to 
grantees. 

♦Further  authorizing  legislation  would  be  needed  prior  to  appropriating  this 
amount  for  FY'89.  The  1987  Housing  and  Community  Development  Act  authorized 
FY '88  and  FY'89  funding  levels  at  $125  million  for  this  program. 
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RENTAL  HOUSING  DEVELCPEMENT  GRANTS  (HODAG)  (HOD) 

Program  Description 

The  Housing  and  Urban-Rural  Recovery  Act  of  1983  authorized  the  Rental 
Housing  Development  Grant  Program.  The  new  initiative  was  funded  at  $200 
million  in  FY' 84  and  $115  million  in  FY '85,  but  Congress  appropriated  the  lump 
sum  of  $315  million  to  be  distrubuted  in  FY' 85.  In  FY' 86,  the  program  was 
funded  at  $72  million. 

As  enacted,  the  program: 

•  awards  funds  to  local  governments  and  states  (with  the  concurrence 
of  the  local  government)  through  national  competition  (no  formula 
allocation); 

•  requires  that  projects  must  be  in  areas  experiencing  a  severe 
shortage  of  rental  housing; 

•  specifies  that  development  grant  funds  may  be  used  to  make  grants 
or  loans,  provide  interest  rate  reduction  payments,  or  other 
comparable  assistance; 

•  limits  assistance  to  50%  of  the  cost  of  rehabilitation  or 
development  (except  in  certain  refinancing  cases).  The  structure 
after  rehabilitation  or  construction  cannot  have  a  value  that  is 
more  than  the  amount  of  a  mortgage  on  the  structure  that  can  be 
insured  under  Section  207  of  the  National  Housing  Act; 

•  requires  HUD  to  determine  that  mortgage  rates  and  terms  on  projects 
are  reasonable.  Rehabilitation  or  construction  work  must  commence 
within  24  months  after  project  selection; 


• 


establishes  a  requirement  that  20%  of  the  units  in  a  project  must 
be  for  families  with  incomes  no  higher  than  80%  of  the  area  median; 

•  establishes  the  selection  criteria  that  include  severity  of  housing 
shortage,  use  of  other  financial  resources,  impact  on  neighborhood 
development,  applicant's  record  in  meeting  housing  needs,  mechanism 
for  maintaining  affordable  rentals,  and  provision  of  housing  for 
families,  especially  large  families; 

•  specifies  that  the  grantee  must  approve  rents  for  lower-income 
units  (which  cannot  exceed  30%  of  adjusted  family  income  equal  to 
50%  of  the  area  median). 

The  1987  Housing  and  Community  Development  Act  authorized  $75  million 
for  FY* 88  and  FY' 89,  however,  no  funds  were  appropriated  in  FY '88.  The  1987 
Act  also  includes  language  terminating  this  program  at  the  end  of  FY '89. 
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The  Program  in  Massachusetts 

Massachusetts  has  received  $10.7  million  in  Rental  Housing  Development 
grants  for  FY' 87.  The  following  is  a  list  of  funded  projects: 


Boston 
Van  Ness  Terrace 

Gardner 
Wakefield  Place 

Ipswich 
Cable  Gardens 

Lowell 
Massachusetts  Mills 


$1.31  M 
50  units 

$2.80  M 
177  units 

$2.00  M 
70  units 

$4.59  M 
160  units 


In  response  to  the  continued  reduction  and  impending  elimination  of 
federal  funds  for  rental  housing  through  the  HoDAG  program,  the  role  of  the 
Commonwealth  is  becoming  increasing  important.  In  addition  to  the  SHARP 
(State  Housing  Assistance  for  Rental  Production)  program,  which  has  assisted 
the  production  of  7,903  housing  units  in  66  developments,  the  state 
legislature  recently  created  the  Rental  Housing  Development  Action  Loan 
(Rental-DAL)  program.  Rental-DAL's  initial  authorization  of  $10  million 
(available  for  10  year  commitments)  is  expected  to  assist  in  the  production  or 
preservation  of  5,000  units. 


FY '89  Budget  Proposal 


FY  '85 


FY  '87 


FY  '88 


Proposed 
FY  '89 


National 
%  change 

State 


315  M 


13.5  M 


99.5  M 
-68.4% 

10.7  M 


18.4  M* 
-  100%* 

NA 


-  0  - 


-  0  - 


*The  President's  budget  estimates  that  through  prior  appropriations, 
recaptured  funds,  and  a  carryover  balance,  $18.4  million  will  be  available  for 
FY' 88  supporting  an  additional  880  units.  No  funds  were  appropriated  in  FY' 8 8 
for  this  program. 

Although  authorization  for  the  HoDAG  program  is  continued  until  the  end 
of  FY '89  through  the  1987  Housing  and  Community  Development  Act,  the 
President's  budget  does  not  include  a  funding  request  for  this  program. 
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PUBLIC  HOUSING  GRANTS  (Development  and  Major  Reconstruction) 


(HDD) 


The  Department  of  Housing  and  Urban  Development  (HUD)  provides  grants  to 
local  Public  Housing  Authorities  (PHA)  for  the  development  and  major 
reconstruction  of  public  housing  units.  Through  the  use  of  an  Annual 
Contributions  Contract  (ACC),  HUD  provides  financial  assistance  to  cover  the 
debt  service  on  bonds  and  notes  issued  for  the  construction  of  new  projects  or 
reconstruction  of  existing  structures  owned  and  operated  by  the  PHAs. 

The  1987  Housing  and  Community  Development  Act  provided  some 
restrictions  impacting  public  housing  development  programs.  HUD  is  authorized 
to  reserve  funds  for  public  housing  development  only  if:  the  Secretary 
determines  that  additional  funds  are  required  to  complete  the  development  of 
units  for  which  funds  were  obligated  prior  to  September  30/  1987;  the  PHA 
certifies  that  family  housing  demands  are  not  satisfied  through  current  rental 
assistance  programs  and  that  any  project  constructed  or  acquired  includes  no 
more  than  100  units;  and  not  more  than  20%  of  funds  appropriated  for  public 
housing  development  may  be  committed  for  the  substantial  redesign, 
reconstruction,  or  redevelopment  of  existing  public  housing  projects  or  units. 


FY '89  Budget  Proposal 


FY  '81 

FY  '87 

FY  '88 

Proposed 
FY  '89 

National 
%  Change 

4.195  B 

499.1  M 
-  88% 

336.6  M 
-  33% 

-  0  - 

-  100% 

Units 

33,242 

6,130 

5,000 

-  0  - 

State 

1.984  M 

1.274  M 

NA 

-  0  - 

The  President's  FY '89  request  for  public  housing  development  does  not 
include  any  expansion  funding  for  acquisition  or  construction  of  new  housing 
units  (other  than  Indian  housing).  Rather,  the  Administration's  budget 
recommends  $71.9  million  for  the  development  of  1,000  Indian  Housing  units  and 
$36.7  million  for  contract  amendments  for  public  housing  and  Indian  housing 
projects  in  the  development  pipeline.  Funds  requested  for  these  contract 
amendments  are  meant  to  provide  a  continued  commitment  to  completion  of  those 
housing  projects,  in  the  develpment  stages,  reserved  prior  to  1989  that  remain 
cost  feasible  and  viable.  The  Administration  estimates  that  600  public 
housing  and  100  Indian  housing  units  will  be  withdrawn  in  1988  because  they 
are  no  longer  considered  viable.  An  additional  600  public  housing  units  are 
slated  for  withdrawal  in  1989. 
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COMPREHENSIVE  IMPROVEMENT  ASSISTANCE  PROGRAM  (Modernization)  (HOD) 

Program  Description 

In  1981  Congress  amended  the  U.S.  Housing  Act  of  1937  creating  the 
Comprehensive  Improvement  Assistance  Program  which  provides  modernization 
funds  to  public  housing  authorities  to  improve  the  physical  and  management 
conditions  of  existing  public  housing  projects.  Frequently  such  modernization 
efforts  may  involve  alterations,  additions,  demolition,  rehabilitation  and 
major  repairs  to  existing  structures,  and  upgrading  energy  efficiency  in  the 
public  housing  stock  to  insure  continued  service  to  low-income  families. 

The  1987  Housing  and  Community  Development  Act  includes  provisions  which 
provide  simplification  of  the  program  and  greater  control  in  planning 
modernization  activities  and  expending  funds. 

Program  in  Massachusetts 

In  1985  the  state  legislature  authorized  $35  million  for  a  "Federal 
Demonstration"  designed  to  establish  a  federal/state  partnership  for  the 
maintenance  and  improvement  of  the  federal  public  housing  stock.  Through  this 
demonstration  program,  the  state  provided  supplemental  funds  to  federal 
housing  projects  that  were  receiving  federal  modernization  funds. 

The  Federal  Demonstration  became  a  permanent  program  in  1987,  now 
referred  to  as  S.A.F.P.H.M.,  when  the  legislature  appropriated  an  additional 
$50  million  for  "distressed"  federal  projects  receiving  federal  modernization 
funds  in  order  that  these  projects  achieve  the  desired  level  of  improvement. 
Projects  are  termed  "distressed"  when:  units  are  uninhabitable  or  at  risk  of 
being  uninhabitable  due  to  deteriorated  physical  conditions;  or  detrimental 
social  factors  which  can  be  minimized  through  redesign  and  reconstruction. 
Again,  these  state  funds  are  designed  to  supplement,  not  supplant,  federal 
modernization  funds. 


FY '89  Budget  Proposal 


FY  '81 

National 

1.699  B 

%  change 

State 

39.7  M 

Proposed 
FY  '87        FY  '88        FY  '89 


1.438  B       1.704  B  IB 

-  15.3%       +  19%         -  41.3% 

58.5  M        60  M*  NA 

*  projection  for  state  share  in  FY' 88. 

The  President's  FY' 89  budget  recommendation  of  $1  billion  for  the 

Comprehensive  Improvement  Assistance  Program  (modernization)  represents  a  41% 
reduction  from  what  was  appropriated  in  FY' 88. 
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LOW  INCOME  HOME  ENERGY  ASSISTANCE  PROGRAM  (LIHEAP)  (HHS) 

Program  Description 

The  LIHEAP  program  provides  assistance  to  help  low-income  households 
meet  the  high  cost  of  heating  their  homes.  Assistance  is  available,  primarily 
through  CAP  Agencies,  to  households  whose  income  falls  at  or  below  150%  of  the 
federal  poverty  level.  The  program  was  reauthorized  in  FY' 86  for  four  years 
through  FY '90.  Funds  under  the  program  are  allocated  under  a  new  formula 
which  bases  each  states* s  allotment  on  home  energy  expenditures  by  low-income 
households  in  that  state,  compared  to  total  home  energy  expenditures  by 
low-income  households  in  all  states. 

The  Program  in  Massachusetts 

In  addition  to  the  federal  program,  the  Commonwealth  funds  a 
supplemental  appropriation  of  $17  million  to  assist  one  and  two  person 
households,  mostly  elderly  people,  with  incomes  between  150%  and  175%  of  the 
poverty  level.  This  appropriation  also  supplements  the  federal  program. 

Assistance  to  eligible  households  varies  by  income  with  the  maximum 
grant  of  $750  available  to  those  at  or  below  125%  of  poverty;  $500  per 
household  for  those  between  125%  and  150%;  and  $325  per  household  for  those 
between  150%  and  175%.  Income  ceilings  by  household  size  are: 

Household  Size     125%     150%     175%* 

1  $  6,875   $  8,250   $  9,625 

2  9,250    11,100    12,950 

3  11,625    13,950 

4  14,000    16,800 

*Only  the  state  program  funds  one  and  two  person  households  between  150% 
and  175%  of  poverty. 

In  FY' 88,  the  program  is  expected  to  serve  140,000  households,  offering 
an  average  benefit  of  $540  per  household.  Over  60%  of  those  receiving 
state-funded  assistance  are  elderly  and  between  35-40%  of  those  receiving 
assistance  under  the  federal  program  are  elderly. 

FY '89  Budget  Proposal 

The  FY' 89  Federal  budget  includes  an  appropriation  of  $1.53  billion  for 

LIHEAP  a  decrease  of  23%  over  FY' 88.  The  budget  proposal  maintains  that 

continued  stability  of  energy  prices,  and  the  availability  of  oil  overcharge 
funds  to  states,  provides  the  basis  for  reducing  the  federal  program. 


FY  '81 

FY  '87 

FY  '88 

Proposed 
FY  '89 

National 
%  Change 

1.8  B 

1.8  B 
-  0  - 

1.53  B 
-16% 

1.18  B 
-23% 

State  Share 
%  Change 

77.6  M 

76.4  M* 
-1% 

64.2  M 
-16% 

49.8  M 
-23% 

*State   Share   reduced   due   to   statutory   formula   change   in   FY' 86. 
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The  Low-Income  Home  Assistance  Program  (LIHEAP)  is  a  needs-based  program 
which  provides  heating  and  cooling  assistance  to  the  poor  as  well  as 
weather ization  and  energy  crisis  assistance.  While  LIHEAP  benefits  reach  only 
about  one-third  of  the  households  eligible  for  federal  assistance,  funding  for 
the  program  has  decreased  significantly  from  $2.1  billion  in  FY' 85  (the 
largest  appropriation)  to  $1.53  billion  in  FY' 88.  The  program  was  cut  by  16% 
alone  in  FY' 88  and  the  Administration  is  requesting  a  further  reduction  to 
$1.18  billion  in  FY '89.  LIHEAP  has  been  an  easy  target  for  deficit  reduction 
because  of  falling  energy  prices  in  general  and  the  receipt  of  oil  overcharge 
funds  by  the  states. 

Although  energy  prices  have  relatively  stabilized,  the  average  LIHEAP 
benefit  level  remains  far  below  the  annual  cost  of  heating  for  low-income 
households.  In  Massachusetts,  the  average  benefit  level  is  $540  while  it 
costs  the  state's  LIHEAP  recipients  $1,000  to  heat  their  homes.  In  addition, 
recent  studies  have  found  that  eligible  expenditures  of  LIHEAP  households 
decreased  only  7.5%  in  FY' 87,  while  federal  appropriations  were  cut  11.8%. 
Moreover,  the  Energy  Information  Administration  (EIA)  residential  energy  price 
projections  show  that  eligible  expenditures  will  rise  in  FY' 88. 

The  most  drastic  cut  in  the  program,  occurring  in  FY' 88,  has  seriously 
reduced  the  amount  of  funds  available  for  payment  of  home  energy  bills,  the 
administrative  funds  available  to  manage  the  program,  and  the  amount  of  funds 
that  can  be  used  for  energy  conservation  activities  through  the  LIHEAP  15% 
set-aside.  The  Commonwealth  lost  approximately  $12.2  million  in  the  middle  of 
the  heating  season  in  FY'88.  To  respond  to  the  critical  needs  of  the  poor, 
the  state  will  allocate  $10  million  in  oil  overcharge  funds  from  the  Stripper 
Well  settlement  but  will  have  to  end  the  program  two  weeks  early.  The  state 
was  forced  to  take  this  approach  since  some  LIHEAP  households  had  already 
exhausted  their  benefits  by  the  end  of  December.  The  Commonwealth  had  planned 
to  use  those  oil  overcharge  funds  for  energy  conservation  measures  (permanent 
improvements)  which  would  serve  to  lower  recipients 's  eligible  expenditures, 
thereby  reducing  dependency  on  the  LIHEAP  program. 

Under  the  Administration's  proposal,  the  Commonwealth  will  lose 
approximately  $14.4  million  in  federal  support  for  its  fuel  assistance 
program.  Since  it  is  unlikely  that  there  will  be  further  oil  overcharge  funds 
available  in  the  state  to  use  for  LIHEAP,.  the  Commonwealth  will  be  forced  to 
restructure  its  program  considerably,  possibly  including  one  or  more  of  the 
following  approaches:  (1)  reduce  the  benefit  levels;  (2)  reduce  the  number  of 
households  served;  and  (3)  end  the  program  early. 

States  should  not  be  expected  to  make  up  for  the  shortfall  in  the 
federal  commitment  to  the  program.  By  court  order,  oil  overcharge  funds  are 
to  be  used  to  supplement ,  not  supplant,  existing  federal  programs.  In 
addition  oil  overcharge  funds  are  temporary  in  nature.  Once  federal 
appropriations  have  declined,  it  is  difficult  to  get  appropriations  fully 
restored  when  oil  overcharge  funds  have  been  depleted. 
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Figure  2.    UHEAP  Funding  Compared  to  Approximate  Hasting  and  Cooling  Coats 

for  the  Eligible  Poor,  1979-1987 


Source:   Northeast-Midwest  Institute 

Narrowing  the  Gap;   The  Energy  Needs  of  the  Poor 
and  Federal  Funding     ~  ~ 
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WEATHERIZATION  (DOE) 

Program  Description 

The  Low-Income  Weatherization  Assistance  Program  is  intended  to  reduce 
national  energy  consumption,  particularly  from  high  cost  imported  oil,  by 
weatherizing  the  homes  of  low-income  persons.  Equally  important  goals  are 
helping  to  preserve  housing  for  low-income  families  and  elderly  and  helping 
them  to  live  more  comfortably,  with  more  of  their  limited  incomes  available 
for  other  essentials.  Recently  stabilized  oil  prices  have  not  reduced  the 
high  percentage  of  income  that  low-income  people  must  spend  to  meet  their 
basic  energy  needs.  The  program  provides  for  heating  system  services, 
insulation  of  attics  and  walls,  weatherstripping  and  caulking,  storm  windows 
and  minor  energy  related  repairs. 

The  Program  in  Massachusetts 

The  state  operates  a  comprehensive  program  through  the  Executive  Office 
of  Communities  and  Development  and  local  agencies,  including  CAP  agencies, 
other  non-profit  agencies  and  municipalities.  Funds  for  the  program  come  from 
three  sources:  DOE  Weatherization  grants,  Oil  Overcharge  refunds,  and  a  state 
funded  Weatherization  program.  Thus  far  over  75,000  homes  have  been 
weatherized,  and  approximately  285,000  more  eligible  homes  remain  to  be 
weatherized.  The  average  cost  per  unit  for  labor  and  materials  will  be  $1,600 
for  FY' 88.  The  state's  FY '88  program  of  $22  million  will  enable  the  state  to 
weatherize  approximately  15,000  homes.  Technical  studies  of  the  most 
cost-effective  measures  have  enabled  the  state  to  maximize  the  investment  per 
home.  The  yearly  savings  in  fuel  consumption  averages  28%,  or  $290  per 
household.  A  companion  program  to  the  weatherization  program  is  the  Heating 
Assistance  Retrofit  Task  Weatherization  Assistance  Program.  This  program, 
funded  for  $7.3  million  through  the  FY'88  LIHEAP  conservation  set-aside, 
provides  a  complete  range  of  heating  system  services  for  LIHEAP-eligible 
households,  from  tune-ups  to  replacement  of  heating  systems.  In  FY'88,  the 
state  expects  to  exceed  the  986  heating  systems  which  were  replaced  in  FY' 87 
at  an  average  cost  of  $2,000  per  unit. 

Supplemental  Programs 

The  state  legislature  last  year,  as  in  past  years,  appropriated  $4 
million  for  a  state  weatherization  program  for  households  whose  incomes  are  at 
or  below  175%  of  the  federal  poverty  level.  These  funds  are  targeted  to 
households  whose  incomes  are  above  the  eligibility  levels  for  Weatherization 
and  LIHEAP.  These  funds  will  allow  the  weatherization  of  approximately  3,500 
additional  homes  and  apartments  this  year  (FY'88). 

Massachusetts  received  $70  million  from  the  Exxon  Oil  Overcharge 
settlement.  Of  that  amount,  $52  million,  or  75%,  was  allocated  to 
weatherization  for  expenditure  over  the  next  three  years.  For  FY '87,  $19 
million  was  used  to  supplement  the  Weatherization  Assistance  Program.  For 
FY'88,  $16  million  will  be  used. 

Under  the  Warner  Amendment  to  oil  overcharge  funds,  Massachusetts  has 
been  operating  a  multi-family  weatherization  loan  program  on  a  pilot  basis, 
using  $1.1  million  as  loan  funds. 
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FY '89  Budget  Proposal 


National 
%  Change 

State  Share 
%  Change 


FY  *81 


200  M 


6.3  M 


FY  '87 

FY  '88 

Proposed 
FY  '89 

161.4  M 
-19% 

161.4  M 
-  0  - 

-  0  - 
-100% 

5.2  M 
-17% 

5.2  M 
-  0  - 

-  0  - 
-100% 

The  President's  FY' 89  budget  terminates  funding  for  the  Low- Income 
Weatherization  Assistance  Program.  The  budget  assumes  that  states  have  enough 
resources  from  the  receipt  of  oil  overcharge  litigation  settlements  to  fund 
the  program  and  that  continued  use  of  appropriated  funds  are  no  longer 
necessary.  Only  $8.6  million  would  be  available  for  administrative  purposes 
for  this  program  as  well  as  for  SECP,  EES  and  ICP  (see  Energy  Conservation). 

For  several  years,  the  President  has  sought  to  terminate  funding  for  the 
Low-Income  Weatherization  Assistance  Program.  The  uncertainty  of  whether  the 
program  would  be  funded  and  at  what  levels  created  a  number  of  problems  for 
the  states.  States  began  to  scale  back  program  production  at  a  slower  rate  to 
avoid  shutting  down  entirely e  Despite  the  President's  zero  budget  requests, 
Congress  has  funded  the  program  in  successive  years.  However,  in  FY '87  and 
FY' 88,  the  program  was  funded  from  appropriations  as  well  as  from  excess  oil 
overcharge  monies  recaptured  by  the  federal  government.  The  latter 
non-federal  funding  mechanism  was  established  by  the  FY '87  Budget 
Reconciliation  Act  and  was  also  used  to  fund  SECP,  EES,  and  ICP.  This  new 
funding  approach  differs  from  the  one  proposed  in  the  FY '89  budget  request. 
As  in  previous  years,  the  budget  request  assumes  that  states  will  fund  these 
programs  with  the  states'  share  of  oil  overcharge  funds.  The  budget  does  not 
address  the  funding  approach  established  in  FY '87. 

In  October,  1986,  the  Commonwealth  increased  its  weatherization  effort 
by  utilizing  $53  million  of  the  funds  it  received  from  the  Exxon  Oil 
Overcharge  litigation  settlement  to  supplement  the  federal  program.  If  the 
federal  commitment  is  continued,  the  state  estimates  that  it  could  weatherize 
approximately  45,000  low-income  homes  over  the  three-year  period.  Moreover, 
the  energy  savings  incurred  in  the  state  as  a  result  of  its  weatherization 
efforts  average  28%  or  $290  a  year  per  household  —  the  highest  energy  savings 
in  the  country.  The  state  plans  to  use  $19  million  of  the  Exxon  oil 
overcharge  funds  to  supplement  its  weatherization  assistance  program  in 
FY' 89.  However,  by  court  order,  Exxon  funds  can  only  be  used  to  supplement 
the  following  programs:  (1)  Low-Income  Weatherization  Assistance  Program;  (2) 
Low-Income  Home  Energy  Assistance  Program  (3)  State  Energy  Conservation 
Program;  (4)  Energy  Extension  Service;  and  (5)  Institutional  Conservation 
Program.  Since  Exxon  funds  cannot  be  spent  independently,  if  federal  funding 
for  the  Low-Income  Weatherization  Assistance  Program  is  terminated,  Congress 
would  be  eliminating  the  best  mechanism  for  weatherizing  the  homes  of  poor 
people.  Morever,  if  this  program  vanishes  from  the  federal  budget,  it  is 
unlikely  that  it  will  reappear  during  these  times  of  budget  restraints. 
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Low-Income  Energy  Expenditures  and  Programs 

(in  thousands  of  dollars) 


State 


Low- income  Home  Energy 
Assistance  Program 
Gross  Allotment 
Fiscal  1988 


Weatherization 
Assistance  Program 
State  Allocations 
Fiscal  1988 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 


$  13,152,376 

8,395,456 

6,360,645 

10,035,884 

70,558,672 

24,601,609 

32,093,668 

4,259,816 

4,984,198 

20,810,987 

16,454,276 

1,657,035 

9,596,266 

88,829,732 

40,219,607 

28,504,175 

13,090,396 

20,930,148 

13,446,287 

20,791,581 

24,573,716 

64,197,965 

84,336,045 

60,759,349 

11,276,120 

35,482,063 

11,255,812 

14,096,408 

2,987,406 

12,151,365 

59,597,826 

7,963,088 

194,595,935 

29,000,697 

12,227,217 

78,583,176 

12,089,736 

19,067,288 

104,526,717 

10,567,351 

10,445,668 

9,930,641 


$  1,402,631 
1,399,882 

706,332 
1,327,862 
4,163,528 
3,537,152 
2,198,417 

498,636 

591,734 

521,303 
1,583,866 

166,134 
1,533,371 
9,639,361 
4,528,161 
3,809,660 
1,751,024 
3,027,781 

692,564 
2,594,340 
2,061,565 
5,238,238 
10,672,295 
7,953,109 

911,957 
4,182,602 
1,805,195 
1,979,960 

460,980 
1,324,098 
4,386,397 
1,143,126 
16,270,331 
2,531,893 
1,953,474 
8,957,605 
1,590,861 
2,075,975 
10,456,257 

977,356 

976,012 
1,715,450 


-  85  - 


Tennessee  21,201,792  2,763,605 

Texas  34,622,539  2,078,909 

Utah  11,432,427  1,477,183 

Vermont  9,107,881  1,103,598 

Virginia  29,933,534  2,747,511 

Washington  31,363,062  3,265,335 

West  Virginia  13,851,066  2,092,189 

Wisconsin  54,692,139  6,281,913 

Wyoming  4,577,292  781,822 

U.S.  TOTAL  $1,529,266,135  *$157, 890,540 

*    Does  not  include  funds  set-aside  for  technical  assistance  and 
training. 
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DEPARTMENT  OF 
EDUCATION 


EDUCATION  CONSOLIDATION  AND  IMPROVEMENT  ACT  (DOEd) 

CHAPTER  1  -  COMPENSATORY  EDUCATION  FOR  THE  DISADVANTAGED 

Program  Description 

Chapter  1  of  the  Education  Consolidation  and  Improvement  Act  (ECIA) 
primarily  provides  financial  assistance  to  local  school  districts  for 
compensatory  education  services  for  disadvantaged  students,  and  to  state 
education  agencies  for  services  to  migrant,  handicapped,  neglected  and 
delinquent  children  in  state  institutions.  The  National  Chapter  1  formula 
allocation  is  based  upon  a  statutory  formula  known  as  the  Orshansky  Definition 
of  Poverty.  The  program  emphasizes  remedial  instruction  in  basic  skills. 

The  Program  in  Massachusetts 

The  Massachusetts  Department  of  Education  administers  funds  provided  by 
the  federal  government  for  the  compensatory  education  program.  The  department 
also  provides  technical  assistance  to  Local  Education  Agencies  (LEAs)  and 
monitors  the  effectiveness  of  local  programs  in  improving  the  basic  skills  of 
educationally  deprived  children. 

In  administering  Chapter  1,  the  department  receives  county  entitlement 
grants  from  the  federal  government  and  then  suballocates  these  grants  to 
school  districts  in  each  county.  The  allocation  of  these  funds  is  based  on 
the  proportion  of  children  receiving  AFDC  assistance  in  each  city  or  town 
within  the  county.  The  federal  government  allocates  Chapter  1  monies,  for 
state  administration  costs  not  to  exceed  1%.1 

The  current  Massachusetts  program  emphasizes  elementary  school  programs 
in  reading  and  mathematics.  The  department  intends  to  continue  to  encourage 
school  districts  to  direct  more  resources  to  secondary  programs  and  to  use 
computer  enhancement  instruction  at  all  levels. 

The  following  chart  lists  the  program  components  and  their  funding 
levels: 

Program  1981-1982     1986-1987     1987-1988 

Basic  Grant  $48,448,202  67,788,722  79,840,000 

Concentration  Grant  2,152,077  0  0 

Handicapped  10,561,051  9,310,048  10,099,000 

State  Program  458,474  399,118  571,000 

Migrant  Education  5,873,833  4,876,782  5,070,000 

State  Administration  706,658  760,857  862,554 

TOTAL  $68,200,295   $83,135,527    $96,442,554 


beginning  in  1982,  the  state  administrative  allowance  was  reduced  from  1.5% 
to  1%.  This  reduction  has  seriously  impaired  the  SEAs  ability  to  monitor  and 
provide  technical  assistance. 
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FY '89  Budget  Proposal 


FY  '81 


FY  '87 


FY'  88 


Proposed 
FY  '89 


National          3.10  B 
%  Change  

State  Share        68.2  M 
%  Change  

*  data  not  available 


3.944  B 
27  % 

96.4  M 

41% 


4.327  B 
9.7% 


4.566  B 
5.5  % 


In  December,  the  President  signed  a  continuing  resolution  (P.L.  100-101) 
which  funds  all  federal  programs,  including  Chapter  1  and  other  education 
programs,  through  the  end  of  FY' 88.  The  Federal  Education  Budget  increases 
funding  for  compensatory  education  by  $384,880,000,  including  an  increase  of 
$376,100,000  (10.9%)  in  basic  Grants  to  LEAs. 

The  final  Chapter  1  breakdowns  in  county  and  State  allocations  have  not 
yet  been  completed  by  USED.  Consequently,  we  are  unaware  at  this  time  of  what 
the  State  share  will  be  for  next  year's  Chapter  1  program,  but  we  expect  to 
receive  this  information  by  mid-March. 

It  should  be  noted  that  Congress  is  very  close  to  passing  the  Chapter  1 
Reauthorization  Bill.  The  President  is  expected  to  sign  it  into  law  by 
April.  The  new  law,  which  will  reauthorize  Chapter  1  for  five  years,  provides 
several  new  initiatives,  with  additional  new  funding,  which  do  not  exist  in 
the  current  legislation.  These  new  initiatives  include  funding  for  early 
childhood  programs,  secondary  programs  and  dropout  prevention,  innovative 
programs,  school  improvement,  concentration  grants  (for  areas  with  high 
concentrations  of  low-income  children),  and  reimbursement  for  capital  expenses 
relating  to  the  implementation  of  the  Felt on  decision. 
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CHAPTER  2  -  ELEMENTARY  AND  SECONDARY  EDUCATION  BLOCK  GRANT  (DOEd) 

Program  Description 

The  Chapter  2  program  provides  flexible  funds  to  improve  a  variety  of 
programs.  The  program  focuses  on  allowing  State  and  local  education  agencies 
to  implement  programs  which  best  meet  their  needs  through  a  single  block  grant. 

Funds  may  be  used  for  any  of  30  authorized  antecedent  programs 
consolidated  into  Chapter  2  or  any  other  supplementary  education  improvement, 
research,  teacher  training  and  instructional  support  by  the  State  education 
agency  deems  appropriate. 

The  ECIA  Block  Grant  Program  will  provide  funds  on  formula  grant  basis 
to  states  for  the  same  purposes  as  the  30  categorical  programs,  but  will 
accord  with  the  educational  needs  and  priorities  of  state  and  local 
educational  agencies  (LEAs),  and  work  to  improve  elementary  and  secondary 
education  for  children  attending  both  public  and  private  schools. 

Awards  are  based  on  the  number  of  school-aged  children  in  each  state. 
Allocations  within  states  are  made  on  the  same  basis  except  that  states  must 
give  added  weight  for  a  school  district's  proportion  of  higher  cost  students. 
States  must  allocate  at  least  80%  of  the  funds  to  local  school  districts;  20% 
may  be  reserved  for  state  use. 

The  block  grant  authority  also  provides  for  a  limited  set-aside  of 
discretionary  funds  which  the  Secretary  may  use  to  support  federal  level 
activities  to  help  state  and  local  educational  agencies  improve  elementary  and 
secondary  school  programs.  These  activities  address  national  priorities,  and 
include  areas  of  particular  concern  to  the  Congress  as  well  as  special 
initiatives  in  areas  where  federal  participation  is  appropriate.  The 
Administration  proposes  funding  the  Secretary's  discretionary  fund  at  a  level 
of  $34.5  million  for  FY' 89. 

The  Chapter  II  program,  now  up  for  reauthorization,  would  be  changed  in 
both  the  House  and  Senate  bills.  The  new  legislation  would  let  state  and 
local  agencies  stucture  a  program  to  best  meet  their  needs  within  five  broad 
federal  purposes:  at-risk  and  high-cost  children,  effective  schools, 
instructional  and  educational  materials  and  equipment,  personnel  training  and 
development  and  projects  for  gifted  and  talented  students. 

The  Program  in  Massachusetts 

The  program  in  Massachusetts  has  380  operating  school  districts.  The 
state  must  determine  the  distribution  of  funds  to  LEAs  according  to  the 
relative  enrollments  in  public  and  non-public  schools  within  the  different 
school  districts. 

These  formulas  are  to  be  adjusted  to  provide  higher-per-pupil 
allocations  to  LEAs  which  have  the  greatest  number  of  children  from  low-income 
families,  children  living  in  economically  depressed  areas,  or  children  living 
in  sparsely  populated  areas.  The  Governor  is  authorized  to  appoint  an 
advisory  committee,  broadly  representative  of  both  educational  interests  and 
the  general  public,  to  assist  the  state  in  determining  the  distribution  of 
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funds  within  the  state.  Of  the  funds  available  to  the  LEAs,  40%  are 
distributed  based  on  total  enrollment,  and  60%  are  distributed  based  on  the 
number  of  students  receiving  AFDC,  with  a  minimum  level  of  5%.  20%  of  the 
block  grant  funds  are  retained  by  the  Department  of  Education  to  administer 
the  grant,  to  continue  support  for  certain  statewide  services  such  as 
in-service  education,  teacher  training,  and  programs  for  gifted  children,  and 
to  support  various  special  projects,  including  basic  skills  programs. 


FY '89  Budget  Proposal 


State  Block  Grants 


FY  '81    FY  '87 


FY  '88 


Proposed 
FY  '89 


National 
%  Change 


510.9  M   500  M 


478.7  M 
-4.3% 


540.5  M 
12.9% 


State  Share 
%  Change 


10.0  M    10.6  M    9.8  M    11.1  H  estimate 
—      6%      -4.3%    12.9%  estimate 


The  State  Block  grant  appropriation  in  FY' 88  was  initially  funded  at 
$500  million  but  was  later  cut  due  to  an  agreement  reached -in  a  House-Senate 
conference. 

In  FY '89,  the  Federal  budget  proposal  would  increase  funding  for  the 
block  grants  to  $540.5  million,  a  $61.8  million  increase  over  the* 88  level. 

The  Chapter  2  Discretionary  Fund,  which  is  not  included  in  the  Table 
above  because  Massachusetts  does  not  receive  funds  from  this  program,  would  be 
funded  at  $345  million,  a  16%  increase. 
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EDUCATION  FOR  THE  HANDICAPPED  (DOEd) 


Program  Description 

P.L.  94-142  is  the  national  equivalent  of  the  state's  Chapter  766 
Special  Education  program.  .  Under  federal  law,  states  are  required  to  provide 
free  and  appropriate  education  to  all  handicapped  children  and  must  devise  a 
plan  that  tailors  the  education  to  the  needs  of  the  child.  The  fiscal  promise 
of  P.L.  94-142  was  that  the  Federal  government  would  pay  40%  of  the  cost  of 
Handicapped  Education.  The  congressional  appropriation  in  FY' 87  funded  an 
estimated  10%  of  the  national  cost. 

The  Program  in  Massachusetts 

The  Department  of  Education  receives  federal  funds  under  this  law  and 
reallocates  the  funds  to  local  school  districts  based  on  the  number  of 
children  served.  The  state  retains  5%  of  the  funds  to  cover  administrative 
costs  and  to  fulfill  its  responsibilities  for  program  monitoring,  audits  and 
hearing  procedures.  The  federal  law  requires  that  states  pass  along  no  less 
than  75%  of  the  federal  allotment.  Massachusetts  is  allowed  to  keep  20%  of 
the  funds  for  discretionary  programs,  but  in  view  of  the  pressures  on  property 
tax  levels,  keeps  only  5%  for  discretional  programs  and  passes  along.  90%  of 
all  funds  received. 

Massachusetts  also  receives  incentive  grants  for  serving  children  ages 
three  to  five.  These  funds  are  intended  to  encourage  states  to  provide  early 
intervention  services  to  improve  the  long  term  educational  attainment  of 
handicapped  children.  Funds  for  this  program  are  awarded  based  on  the  number 
of  children  served  in  each  school  district.  The  state  received  $5.4  million 
in  FY'87  for  the  pre-school  entitlement  program;  70%  goes  to  LEAs,  5%  is  for 
administration,  and  20%  is  discretionary. 

The  State  Department  of  Public  Health  receives  funds  for  the  Early 
Intervention  Program.  Specifically  designed  for  children  from  birth  through 
two  years  of  age,  this  coordinated  effort  provides  social,  educational  and 
therapeutic  services. 

In  FY'87,  the  State  Department  of  Education,  Division  of  Special 
Education  received  $210,585  for  a  series  of  small  categorical  programs. 
Included  among  these  are  Early  Childhood  Education  and  Personnel  Development. 
Funding  for  these  programs  has  declined  over  the  past  three  years. 

Federal  funds  in  the  first  three  programs  covered  only  a  small  portion 
of  the  cost  of  providing  an  appropriate  educational  program  for  handicapped 
children  in  Massachusetts.  Massachusetts  spent  approximately  $24.8  million 
towards  the  costs  of  educating  handicapped  children  in  residential  settings. 
The  cost  for  public  education  is  covered  locally.  For  FY '88,  the  anticipated 
state  share  of  the  costs  will  be  $25.1  million. 
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FY '89  Budget  Proposal 


FY  '81 

FY'87 

FY  '88 

Proposed 
FY  '89 

National 
%  Change 

1.0  B 

1.74  B 
74  % 

1.87  B 
7.5% 

1.92  B 
2.7% 

State  Share 
%  Change 

29.3  M 

46.9  M 
60  % 

*56.9  M 
21  % 

*  approximate 

share  based 

on 

available 

data 

The  Administration's  1989  budget  requests  an  increase  of  $76.7  million 
over  the  FY '88  appropriation  of  $1.4  million  for  grants  to  states.  Preschool 
grants  would  be  increased  by  $4  million  over  the  1988  level  of  $201.1 
million.  Grants  for  infants  and  families  would  increased  by  $1.3  million 
over  the  1988  level  of  $67  million.  Special  Purpose  Funds,  a  series  of 
research,  demonstration  and  training  grants,  would  be  maintained  at  the  1988 
level  of  $169.2  million. 

The  current  Administration  says  of  P.L.  94-142:  "We  will  work  toward 
providing  Federal  funds  to  state  and  local  governments  to  meet  the  degree  of 
fiscal  participation  promised  in  the  law."  That  degree  as  stated  earlier  is 
40%.  Under  the  Administration's  current  budget  proposal,  the  degree  of 
federal  participation  would  rise  to  approximately  8%. 
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IMPACT  AID  (DOEd) 

Program  Description 

Under  the  Impact  Aid  program,  a  "reimbursement"  payment  is  provided  to 
school  districts  to  compensate  them  for  the  cost  of  educating  children  from 
federally  connected  families.  These  families  are  legally  exempt  from  paying 
their  share  of  taxes  which  would  normally  support  the  public  schools  in  their 
community.  The  payment  is  based  on  the  "local  contribution  rate"  that  a 
family  normally  generates  by  real  estate,  sales,  and  income  taxes  as  well  as 
licenses  and  fees. 

In  order  to  participate,  a  school  district  must  have  3%  of  its  total 
student  population  federally  connected.  To  qualify  as  federally  connected, 
the  student's  parent (s)  or  guardian(s)  must  live  and/or  work  on  federal 
property,  be  on  active  military  duty  or  qualify  for  low-income  housing. 

Students  defined  as  "A"  children  are  those  who  live  and  whose  parents 
work  on  federal  property  or  serve  in  the  military.  "B"  children  are  those  who 
live  or  whose  parents  work  on  federal  property  or  are  on  active  duty  in  the 
military.  School  districts  are  designated  "Super  A"  districts  if  20%  or  more 
of  their  average  daily  attendance  is  comprised  of  "A"  children. 

The  Program  in  Massachusetts 

The  program  in  Massachusetts  includes  both  "A"  and  "B"  children.  The 
payment  provided  for  "A"  children  represents  children  whose  parents  are  in  the 
military,  and  the  payment  provided  for  "B"  children  represents  reimbursement 
for  children  who  live  in  low-income  housing  programs.  Although  106  school 
districts  in  the  state  were  eligible,  only  87  were  funded  last  year. 


FY1 89  Budget  Proposal 

FY  *84 

FY  '87 

FY  '88 

Proposed 
FY  '89 

National 

"A"  children 
"B"  children 

457.7  M 
77.5  M 

533  M 
130  M 

536  M 

134  M 

547  M 
-  0  - 

Special 

Provisions 

Total 

20  M 
555.2  M 

15.3  M 
678.3  M 

15  M 
685  M 

10  M 
557  M 

%  Change 



22% 

1% 

-18.7% 

State  Share 

"A"  Children 
"B"  Children 

4.4M 
*.710 

2.9  M* 

♦Applications  for  FY '88  funding  are  still  being  processed;  this  figure 
reflects  only  four  districts. 
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The  Administration  proposes  a  2%  increase  for  payments  on  behalf  of  "A" 
children.  The  U.S.  Department  of  Education  is  proposing  legislation  to 
replace  the  current  funding  formula  with  a  more  "equitable"  one  that  would 
provide  higher  payments  to  the  most  heavily  impacted  districts  and  that  would 
gradually  decrease  payments  to  districts  with  smaller  concentrations  of 
federally  connected  children.  No  funds  would  be  provided  to  districts  whose 
formula-derived  payments  would  be  less  than  $5,000. 

No  funds  are  provided  for  "B"  children,  because  it  is  felt  that  these 
children  do  not  represent  a  significant  financial  burden  to  their  school 
districts.  Massachusetts  has  received  significant  reimbursements  under  this 
category  for  children  whose  parents  participate  in  low- income  housing 
programs.  In  FY*86,  Massachusetts  received  $4.9  million  for  "B"  children. 
Some  of  these  funds  were  provided  on  behalf  of  children  whose  parents 
participated  in  a  low-income  housing  voucher  program  where  they  used  vouchers 
to  help  pay  for  their  rent  at  privately  owned  dwellings.  The  U.S.  Department 
of  Education  recently  declared  that  reimbursement  for  this  type  of  situation 
is  invalid  which  is  why  the  payments  for  "B"  children  declined  in  FY' 87. 
Legislation  is  pending  in  the  education  reauthorization  bill  which  could 
rectify  this  situation  and  overturn  the  U.S.  Department  of  Education  ruling. 

Low-income  housing  assistance  has  encouraged  an  influx  of 
poverty-stricken  families  into  the  urban  areas  where  the  majority  of 
low- income  housing  exists.  The  children  from  these  families  are  often  more 
expensive  to  educate  because  they  are  socially  and  educationally 
disadvantaged.  ,  Chapter  1  provides  some  money  for  the  education  of  these 
children  but  it  is  not  enough.  If  the  Administration's  proposal  to  zero  fund 
the  "B"  category  is  accepted,  this  loss  of  funding  could  present  a  major 
hardship  to  the  state. 

Funding  for  special  provision  Section  2,  which  makes  payments  to 
districts  having  a  loss  of  tax  base  as  a  result  of  Federal  acquisition  of 
property  was  reduced  by  $5.3  million.  Under  the  regulations  proposed  for 
1988,  the  Administration  feels  this  is  adequate  funding. 

Disaster  Assistance  and  Construction  are  not  included  because 
Massachusetts  has  not  received  funds  under  these  programs. 
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MATH  AND  SCIENCE  EDOCATION  (DGEd) 

EDUCATION  FOR  ECONOMIC  SECURITY  ACT,  CHAPTER  VI,  TITLE  II 

Program  Description 

The  United  States  simply  does  not  have  enough  individuals  trained  in 
mathematics,  science,  foreign  languages  and  computers  from  the  advanced 
theoretical  to  the  technical  levels.  The  Education  for  Economic  Security  Act 
was  designed  to  improve  the  quality  of  instruction  at  all  levels  so  that 
students  would  develop  their  abilities  in  these  areas  so  critical  to  the 
economy. 

Title  II  of  the  Act  authorizes  the  Secretary  to  make  financial 
assistance  available  to  states  to  improve  the  skills  of  teachers  and 
instruction  in  mathematics,  science,  foreign  languages,  and  computer 
learning.  In  FY '88,  $119.7  million  was  appropriated  for  all  programs  under 
Title  II  including  funds  required  for  the  Secretary's  Discretionary  Fund. 
Each  state's  allotment  is  based  on  the  total  number  of  children  aged  five  to 
seventeen,  inclusive,  within  the  state  compared  to  the  total  number  of  those 
children  in  all  the  states. 


The  Program  in  Massachusetts 

Massachusetts  received  $1.5  million  in  FY'87  from  Title  II.  Of  this 
amount,  30%  was  earmarked  for  higher  education  programs.  Activities 
include:  (1)  competitive  grants  to  colleges  and  universities  for  teacher 
training,  retraining  and  in-service  education;  (2)  cooperative  demonstration 
programs  involving  higher  education  institutions,  Local  Education  Agencies 
(LEAs),  State  Education  Agencies  (SEAs),  business  and  industry,  and  private 
nonprofit  organizations;  and  (3)  State  assessment,  administration  and 
evaluation. 

The  remaining  70%  of  the  state  award  is  earmarked  for  elementary  and 
secondary  education  initiatives  and  is  further  divided  into  two  parts:  70% 
for  LEAs  and  30%  for  the  SEA.  LEA  funds  will  be  distributed  by  the  SEA  based 
50%  on  each  district's  relative  share  of  the  state's  public  and  private  school 
enrollment  and  50%  on  each  district's  relative  number  of  children  from 
families  with  incomes  below  the  poverty  level. 

LEA  funds  are  to  be  used  for  in-service  training  and  retraining  of 
school  personnel  in  mathematics  and  science.  If  this  training  need  has  been 
met,  the  funds  may  be  used  for  training  in  computer  learning  and  instruction, 
foreign  language  instruction,  and  materials  and  equipment  related  to 
mathematics  and  science  instruction. 

With  its  share,  the  SEA  will  conduct:  (1)  programs  for  teacher 
training,  retraining,  and  in-service  education  or  for  use  in  instructional 
materials  and  equipment  including  special  projects  for  under represented 
populations  and  gifted  and  talented;  (2)  technical  assistance;  (3)  statewide 
assessment,  administration  and  evaluation;  and  (4)  identification  and 
dissemination  of  exemplary  programs  and  practices. 
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FY '89  Budget  Proposal 


National 
%  Change 

State  Share 
%  Change 


FY'87 
80  M 

1.5  M 


FY  '88 

119.7  M 
53% 

2.4  M 
60% 


Proposed 
FY'  89 

119.7  M 
-0- 

2.4  M  (estimate) 
-0- 


*Science  and  Mathematics  Grants,  and  Programs  of  National  Significance  are 
examined  in  this  analysis. 


Funds  available  through  the  Secretary's  Discretionary  fund,  Territorial 
Teacher  Training,  Leadership  in  Educational  Administration  (LEAD)  and  the 
Christa  McAuliffe  Fellowship  have  been  excluded  from  this  analysis  because 
Massachusetts  receives  little  or  no  funding  from  these  programs.  The 
Administration  proposed  termination  of  these  programs  in  FY '88  but  in  the 
current  budget  proposal  has  made  a  complete  turn  around  and  funded  Programs  of 
National  Significance  at  $10.8  million,  Territorial  Teacher  Training  at  $1.9 
million  and  while  decreasing  LEAD  to  $4.3  million. 

Legislation  to  reauthorize  Math  and  Science  education  is  pending  in 
Congress.  Under  the  reauthorization  bill,  75  percent  of  the  State  Grant  award 
would  be  used  for  elementary  and  secondary  education  and  25  percent  would  be 
used  for  higher  education.  (Current  law  mandates  a  70/30  split.)  Except  for 
Programs  of  National  Significance,  activities  to  improve  foreign  language 
instruction  would  be  dropped  for  the  current  Title  II  program. 

The  Senate  version  of  the  Trade  bill  which  is  pending  in  conference, 
incorporates  a  new  mathematics,  science  education  and  foreign  language 
program.  It  creates  a  $20  million  program  to  improve  elementary  and  secondary 
science  education  and  includes  a  $200  million  secondary  school  basic  skills 
improvement  program.  The  House  bill  includes  a  new  $380  million  state  grant 
initiative  for  programs  in  mathematics,  science,  foreign  languages  and 
vocational  education. 
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BILINGUAL,  IMMIGRANT  AND  REFUGEE  EDUCATION  (DOEd) 

Program  Description 

The  Bilingual  Education  Act,  Title  VII,  was  developed  to  teach  children 
with  limited-English  proficiency  to  read,  write,  speak  and  understand  English 
and  to  help  these  children  to  progress  through  the  school  system.  Programs 
are  designed  to  assist  children  in  entering  an  all-English-language  education 
program  as  soon  as  possible. 

At  least  60%  of  the  Title  VII  funds  are  reserved  for  competitive  grant 
programs  for  LEAs.  These  funds  may  be  used  for  research,  teacher  training  and 
re-training,  comprehensive  technical  assistance,  information  dissemination  and 
training  of  teacher  trainers.  Twenty  five  percent  of  the  competitive  grant 
funds  are  reserved  for  training  grants  at  institutions  of  higher  learning. 
These  funds,  applied  for  jointly  with  the  state  or  local  education  agency,  are 
used  for  inservice  training  of  teachers,  administrators  and  counselors. 

A  separate  allocation  is  provided  under  the  the  Emergency  Immigrant 
Assistance  and  Refugee  Education  Programs.  Funds  are  provided  to  school 
districts  for  the  education  of  immigrant  and  refugee  children.  The  funding 
for  these  programs  is  based  on  a  formula  grant. 

Additional  funds  are  provided  for  comprehensive  technical  assistance, 
data  collection,  analysis,  and  research. 

The  Program  in  Massachusetts 

The  bilingual  education  program  in  Massachusetts  consists  of 
Transitional-Bilingual  education  and  some  English  as  a  Second  Language 
programs.  These  include  development  of  reading  and  writing  skills,  oral 
comprehension  and  speaking  skills,  and  instruction  is  provided  in  the  history 
and  culture  of  the  student's  native  country  and  the  United  States.  The 
program  duration  is  for  up  to  three  years  and  is  offered  to  grades  1-12. 
Limited  instruction  is  provided  at  the  kindergarten  level. 

Federal  dollars  pay  only  a  small  percentage  of  the  total  costs  of 
bilingual  education  in  the  state.  Last  year,  the  state  spent  $50  million  for 
bilingual  education  for  25,000  children.  Federal  funds  are  used  to  enhance 
the  bilingual  program.  in  Boston  alone,  instruction  was  provided  in 
Cambodian,  Spanish,  Chinese,  Greek,  Hatian-Creole,  Italian,  Portuguese,  and 
Vietnamese.  Instruction  is  provided  in  any  language  spoken  by  20  or  more 
students  in  a  district. 

FY '89  Budget  Proposal 

Program 

National 
%  Change 

State  Share 
%  Change 


-  97  - 


FY'  87 

FY  '88 

Proposed 
FY  '89 

188.9  M 

191.8  M 
1.5% 

200.4  M 
4.5  % 

1.72  M 

2.0  M 
16% 

The  1989  budget  for  grants  to  school  districts  requests  an  increase  of 
$11.9  million  over  the  1988  appropriation.  This  increase  reflects  the 
administrations'  estimate  that  the  greatest  need  for  funds  is  at  the  local 
level  where  new  students  must  be  served. 

Support  Services  (funding  for  research  and  data  collection)  would  be 
level  funded  and  Training  Grants  would  be  reduced  to  the  FY' 87  level. 

Immigrant  Education,  which  provides  grants  to  school  districts  that  have 
at  least  500  immigrant  students,  and  Refugee  Education,  which  covers  the  cost 
of  educating  refugee  children,  are  both  level  funded.  The  administration's 
funding  proposal  reflects  its  policy  that  Federal  funds  provided  for  Bilingual 
education  are  meant  to  supplement  and  not  supplant  local  efforts  in  meeting 
the  education  needs  of  these  children. 
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VOCATIONAL  EDUCATION  (DOEd) 

Program  Description 

Federal  support  for  vocational  education  is  authorized  by  the  Carl  D. 
Perkins  Vocational  Education  Act  of  1984.  The  purpose  of  vocational  education 
is  to  provide  occupational  training  for  youth,  particularly  for  those  who  do 
not  expect  to  attend  four-year  colleges,  and  to  assist  adults  who  need  job 
training  or  retraining.  Federal  vocational  education  funds  are  intended  to 
support  efforts  to  expand  and  improve  training  programs  and  to  promote  greater 
accessibility  of  vocational  education  and  additional  support  services  to  those 
populations  which  traditionally  have  been  underserved.  Programs  are 
authorized  to  be  conducted  in  each  state  under  basic  state  grants  for 
vocational  education  and  special  programs. 

The  largest  groups  of  programs  authorized  are  under  the  basic  state 
grant  for  vocational  education  to  support,  at  the  discretion  of  each  state,  a 
variety  of  vocational  education  programs.  States  are  required,  however,  to 
spend  10%  of  the  basic  state  grant  for  support  services  to  handicapped,  22% 
for  disadvantaged  and  limited  English  proficient  students  in  vocational 
programs,  12%  for  training  or  retraining  adults,  8.5%  for  the  single  parents 
and  homemakers  program,  3.5%  to  eliminate  sex  bias  and  stereotyping,  and  1%  to 
criminal  offenders  in  the  correctional  institutions  program. 

The  authorization  for  states  to  conduct  special  programs  consists  of 
separate  appropriations  for  each  of  five  program  areas.  These  areas  are 
consumer  and  homemaker  programs;  vocational  support  programs  by  community 
based  organizations  (CBO)  to  be  run  in  cooperation  with  local  educational 
agencies;  adult  training,  retraining  and  employment  development;  comprehensive 
career  guidance  and  counseling  programs;  and  industry-education  partnerships 
for  training  in  high  technology  occupations.  Of  these  five  programs,  only  the 
consumer  and  homemaker  program  and  support  programs  by  CBO's  were  funded  in 
FY '88.  In  Massachusetts,  CBO  programs  were  also  funded  out  of  Title  IIB 
funds,  Program  Expansion  and  Improvement,  in  fulfillment  of  State  Board  of 
Education  priorities. 

Federal  funds  account  for  less  than  10%  of  all  vocational  training 
dollars,  and  that  share  has  been  declining  for  some  time.  The  formula  which 
determines  each  state's  allocation  of  federal  vocational  education  funds  is 
based  on  the  relative  size  of  the  state's  age  population  groups  and  on  the 
state's  per  capita  income  as  compared  to  per  capita  income  for  all  states. 

The  Program  in  Massachusetts 

State  Grant  funds  from  the  Federal  government  are  mainly  allocated  by 
formula  through  the  State  Department  of  Education  to  the  local  school 
districts  and  public  community  colleges.  Basic  grant  monies,  which  make  up 
about  90%  of  those  funds,  are  used  to  support  services  in  secondary  and 
post-secondary/adult  programs.  Services  include  vocational  training  programs 
for  adults  and  youth  not  enrolled  in  school  (usually  provided  by 
community-based  organizations  under  contract),  training  programs  in  public 
community  colleges,  training  programs  designed  to  promote  equality  in  career 
opportunities  for  minorities  and  women,  apprenticeship  programs,  counseling 
and  guidance  services,  and  remedial  programs  for  disadvantaged  and  limited 
English  speaking  populations  and  for  the  handicapped. 
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Of  the  basic  grant  money  received  in  FY '87,  about  $300,000  was 
distributed  through  contracts  to  community-based  organizations,  $2.9  million 
went  to  public  community  colleges  (with  the  size  of  allocations  based  on  the 
demographics  of  the  area  served),  and  over  $14  million  was  distributed  to 
secondary  school  districts. 

Federal  dollars  are  used  not  to  maintain  existing  programs,  but  as  seed 
money  to  implement  new  programs  or  to  expand  vocational  programs.  School 
districts  and  community  colleges  have  been  ranked  according  to  formulae  based 
on  relative  levels  of  unemployment,  taxable  property  value  per  person, 
concentration  of  low- income  individuals,  occupational  education  program  effort 
and  various  student  counts.  All  school  districts  with  secondary  students 
receive  allocations  in  amounts  ranging  from  about  $1,800  to  about  $1.5  million 
for  Boston. 

Approximately  15%  of  all  basic  grant  funds  go  to  community  colleges. 
The  balance  of  these  funds  is  awarded  to  school  districts,  with  comprehensive 
districts  receiving  about  three  times  as  much  as  vocational  districts.  Annual 
grant  applications  are  most  often  submitted  in  response  to  formula  allocation 
amounts.  Each  proposed  project  is  reviewed  for  congruence  with  federal 
requirements,  state  policy  priorities,  and  local  needs. 

The  State  Council  on  Vocational  Education  is  a  citizen  advisory  board 
mandated  by  this  federal  legislation  and  whose  members  are  appointed  by  the 
Governor.  Under  the  Carl  D.  Perkins  Vocational  Act,  the  council  consists  of 
13  members,  the  majority  and  the  chairperson  represent  the  private  sector 
(business,  industry,  and  labor).  The  remaining  council  members  represent 
secondary  and  postsecondary  vocational  institutions,  special  education,  career 
guidance  and  counseling  and  special  populations  (women,  disadvantaged, 
handicapped,  limited  English  proficient  and  minorities).  The  State  Council 
advises  the  State  Board,  Governor,  business  community,  and  general  public 
regarding  state  vocational  policy,  distribution  of  funds,  evaluation  of 
program  delivery  systems  under  this  act  and  the  Job  Training  Partnership  Act. 

FY '89  Budget  Proposal 


FY'81 

FY  *87 

FY  '88 

Proposed 
FY  '89 

National 
%  Change 

681.6  M 

882  M 
29% 

888.2  M 
.7% 

888.2  M 
-  0  - 

State  Share 
%  Change 

16.6  M 

18.19  M 
9.5% 

18.2  M 
.05% 

18.2  M  * 
-  0  - 

*  estimated 
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The  Administration  has  proposed  funding  Vocational  Education  at  the 
FY'83  level  of  $883.2  million.  Within  that  total,  funding  for  Basic  Grants  is 
increased  by  $44.1  million,  and  funding  for  Consumer  and  Homemaking  Education, 
Community-Based  Organizations,  and  the  Bilingual  Vocational  Training  Programs 
is  eliminated.  The  Administration  reasons  that  all  three  programs  can  be 
funded  through  the  Basic  Grants  program;  administrators  have  discretion  to 
allocate  funds  to  these  categories. 

The  Administration  has  also  requested  complete  rescession  and 
termination  for  the  States1  special  programs.  If  Congress  were  to  rescind 
funding  for  these  programs,  no  funds  would  be  available  for  community  based 
organizations,  consumer  homemaking  program  expansion,  improvement  and 
innovative  activities  including  curriculum  development,  personal  development, 
research  and  exemplary  and  innovative  activities. 
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POST-SECONDARy  EDUCATION  (DOEd) 

Program  Description 

Current  federal  assistance  for  higher  education  is  designed  to  provide 
low  and  middle  income  students  access  to  a  quality  education.  Student  aid 
programs  include  these  funding  sources:  1)  College  Work  Study  (CWS);  2)  Pell 
Grant  Program;  3)  Supplemental  Educational  Opportunity  Grant  Program  (SEOG); 
4)  Perkins  Student  Loan  Program;  5)  Guaranteed  Student  Loan  Program  (GSL); 
6)  State  Student  Incentive  Grant  Program  (SSIG);  7)  Income-Contingent  Direct 
Loan  Demonstration  Projects  (I.C.L.). 

Under  College  Work  Study,  funds  are  allocated  by  formula  among  states 
and  distributed  to  participating  schools,  which  in  turn  use  these  dollars  to 
create  and  subsidize  part-time  employment  opportunities  for  needy  students. 

Pell  grants  are  awards  to  undergraduate  students  who  meet  eligibility 
requirements  set  by  the  United  States  Department  of  Education.  Currently, 
students  receiving  federal  aid  begin  their  financial  aid  package  with  a  Pell 
Grant  and  add  other  resources  to  complete  their  college  cost  needs. 

Supplemental  Educational  Opportunity  grants  supplement  Pell  Grants  for 
those  who  require  additional  financial  assistance. 

Perkins  Loans  are  long-term,  low-interest  loans  to  financially  needy 
students  pursuing  post-secondary  education  at  eligible  institutions.  This 
program  offers  a  system  of  credit  to  persons  who  may  have  difficulty  securing 
loans  from  commercial  lenders.  Perkins  loans  are  a  combination  of  federal  and 
institutional  capital  contributions.  Additional  capital  is  generated  from 
collections  on  prior  loans  that  go  into  the  institution's  revolving  fund. 

The  Guaranteed  Student  Loan  Program  is  designed  to  promote  the 
availability  of  loans  from  banks  and  other  lenders  to  students  and  their 
parents  to  help  meet  post- secondary  education  expenses.  The  program  provides 
federal  insurance  and  reinsurance  against  borrower  default  through  subsidy 
payments. 

State  Student  Incentive  Grants  provide  funds  to  states  to  help  them 
provide  need-based  grants  to  students  attending  institutions  of  postsecondary 
education  within  each  state. 

Income-Contingent  Direct  Loan  funds  are  a  combination  of  federal  and 
institutional  capital  contributions.  Under  the  Income-Contingent  Direct  Loan 
repayment  plan,  a  borrower's  repayment  obligation  would  be  recalculated 
annually  using  a  progressive  schedule  based  on  the  amount  of  loan  indebtedness 
and  the  person's  documented  adjusted  gross  income  for  the  most  recent  calendar 
year  preceding  repayment.  This  was  a  pilot  program  but  the  Administration  has 
proposed  eliminating  the  current  ten  school  limit  in  the  budget  proposal. 
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The  Program  in  Massachusetts 

In  Massachusetts,  Pell  Grants  provide  need-based  grants  through 
respective  institutions  to  students  attending  college  within  the  state. 

Guaranteed  Student  Loans  from  commercial  and  non-profit  agencies  are  for 
students  who  live  in  Massachusetts  but  do  not  necessarily  attend  school 
there.  While  the  student  is  in  college  or  during  certain  grace  and  deferment 
periods,  the  federal  government  pays  the  interest  on  these  loans. 

FY' 89  Budget  Proposal 

Pell  Grants 


National 
%  Change 

State  Share 
%  Change 


FY  '81 


2.6  B 


67  M 


FY'87 


4.2  B 

62  % 

44.4  M 

-34% 

FY  '88 

4.3  B 
2.4% 


Proposed 
FY  '89 

5.01  B 
17  % 


Supplemental  Educational  Opportunity  Grants  (SEOG) 


National 
%  Change 

State  Share 
%  Change 


FY  '81 


370  M 


20  M 


FY'87 

FY  '88 

Proposed 
FY  '89 

412.5  M 
11  % 

408  M 
-1% 

416.6  M 
2% 

23  M 
15% 

23  M 

* 

College  Work-Study  (CWS) 


National 
%  Change 

State  Share 
%  Change 


FY  '81 


555  M 


31.5  M 


FY'87 

FY  '88 

Proposed 
FY  '89 

592.5  M 
6.8% 

588.3  M 
0.7% 

600  M 
2.0% 

34.2  M 
8.6% 

* 

* 

*  Data  not  available 
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State  Student  Incentive  Grant  Program  (SSIG) 


FY  '81 

FY'87 

FY  '88 

Proposed 
FY  '89 

National 

76.8  M 

76  M 

72.8  M 

_  0  - 

%  Change 

— — 

1.0% 

-4.2% 

-100% 

State  Share 

2.5  M 

2.44  M 

2.34  M 

* 

%  Change 



-2.4% 

-4.1% 

Perkins 

Loan  Program 

FY  '81 

FY  '87 

FY  f88 

Proposed 
FY  '89 

National 

182  M 

210  M 

210.6  M 

22  M 

%  Change 



16.5% 

0.3% 

-90% 

State  Share 

7.6  M 

8.5  M 

* 

* 

%  Change 

: 

12% 

Guaranteed  Student 

Loans  (GSL) 

. 

FY  '81 

FY  '87 

FY  '88 

Proposed 
FY  '89 
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2.5  B 

2.7  B 

2.57  B 

2.7  B 

%  Change 

— — 

8.0% 

-4.8% 

5.1% 

State  Share 

302  M 

* 

* 

* 

%  Change 

— — 

Income-Contingent 

Loan 

Program  (ICL) 

Proposed 
FY  *89 

FY  *88 

National 

4.3  M 

50  M 

%  Change 

-— 

1062% 

State  Share 


** 


*  Data  not  available 

**Program  does  not  exist  in  Massachusetts 


-  104  - 


The  Administrations  proposals  for  Post-Secondary  education  include: 

Regulatory  changes  to  compensate  for  the  1988  Pell  Grant  appropriation: 
The  program  is  estimated  to  be  insufficient  by  $99  million  for  the 
academic  year  1988-89.  The  U.S.  Department  of  Education  has  issued 
payment  schedules  that  will  reduce  student  awards,  so  that  53,000 
students  will  lose  their  awards  entirely  and  1,229,000  will  have  their 
awards  reduced  by  an  average  of  $63.  However,  the  Department  is  seeking 
enactment  of  supplemental  appropriations  language  that  would  allow  the 
Department  to  meet  this  insufficiency  by  reducing  every  Pell  Grant  for 
that  year  by  $31.  This  would  prevent  students  from  losing  their  full 
award. 

Funding  for  Pell  Grants  is  slightly  over  $5  billion  in  the  1989  Budget 
Proposal,  thereby  increasing  the  maximum  student  award  from  $2,200  to 
$2,300.  The  Administration  proposes  modifying  this  program  in  order  to 
simplify  student  need  analysis  by  excluding  non-liquid  family  assets 
such  as  homes,  farms,  and  other  business  and  real-estate  investments. 

Supplemental  Education  Opportunity  Grants  and  College  Work-Study  would 
be  increased  slightly  and  a  new  institutional  performance  accountability 
system  would  be  initiated.  An  institution's  allocations  would  be  tied 
to  its  success  in  meeting  certain  "student  outcome  objectives"  such  as 
job  placement  and  program  completion. 

Access  to  the  Income-Contingent  Loan  program  would  be  increased  by 
eliminating  the  current  ten  school  limit.  The  interest  rate  for  I.C.L. 
loans  is  based  on  the  Treasury  bill  rate  (now  averaging  7.5%),  plus  3% 
—  a  higher  rate  than  for  Guaranteed  Student  Loans.  Early  evaluation  of 
this  program  has  not  been  positive,  and  more  time  is  needed  to  implement 
improvements.  Perkins  Loans  were  not  increased  because  the 
Administration  policy  is  that  any  new  Federal  student  loan  capital 
should  come  from  the  more  cost-effective  Income-Contigent  Loan  Program. 

State  Student-Incentive  Grants  are  not  funded  because  the  Administration 
believes  that  the  fundamental  program  objective  of  stimulating  states  to 
establish  need-based  student  grant  programs  has  been  achieved. 
Massachusetts  provides  approximately  21%  of  the  state  match,  and  if 
federal  funds  were  stopped,  this  important  student  aid  program  could  be 
eliminated. 

The  Administration's  request  of  $2,7  million  for  Guaranteed  Student 
Loans  represents  a  $170.6  million  increase  over  the  1988  appropriation 
level.  However,  this  increase  reflects,  in  part,  an  accounting  change 
to  account  for  never-before  included  expenses  such  as  defaults,  and 
interest  paid  to  lenders. 
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ADOLT  EDUCATION  (DOBd) 

Program  Description 

The  Adult  Education  Act  will  be  reauthorized  in  1988.  Formula  grants 
are  made  to  states  to  eliminate  functional  illiteracy  among  the  nation's 
adults  and  to  assist  adults  in  obtaining  a  high  school  diploma,  or  its 
equivalent.  Under  the  new  amendments  to  the  Adult  Education  Act,  funds  may  be 
used  to  increase  the  involvement  of  the  private  sector  in  delivering  adult 
education  services. 

The  Program  in  Massachusetts 

The  Adult  Education  program  in  Massachusetts  is  funded  by  federal, 
state,  and  local  monies.  The  Adult  Education  program,  administered  by  the 
State  Department  of  Education,  will  receive  $2.1  million  in  federal  monies  for 
FY'88.  The  state  will  contribute  $4.7  million.  These  funds  are  to  be  matched 
by  approximately  $4.1  million  from  the  state  in  FY'88. 

In  FY '87,  the  Massachusetts  Adult  Education  program  made  93  awards  to 
adult  learning  centers.  These  awards  were  approved  by  the  State  Board  of 
Education.  Services  provided  by  the  centers  include  basic  skills  and 
literacy,  English  as  a  Second  Language  (ESL),  preparatory  programs  for  the 
General  Educational  Development  Test  (GED)  for  high- school  equivalency 
certification,  pre- vocational  training  (job  application  skills),  counseling, 
support  services,  and  life  coping  skills  (learning  to  write  checks,  to  use 
public  transportation,  etc.).  In  FY'87,  32,500  individuals  (3%  of  the 
targeted  population)  were  served  at  an  average  cost  of  $173  per  pupil. 

The  formula  for  the  Adult  Literacy  program  under  the  Stewart  B.  McKinney 
Act  has  been  determined  and  Massachusetts  will  receive  $245,854  for  combined 
fiscal  years  87  and  88. 


FY1 89  Budget  Proposal 

FY  '81 

FY'87 

FY  '88 

Proposed 
FY  '89 

National 
%  Change 

100  M 

113  M 
13  % 

134  M 
12  % 

150  M 
20.6% 

State  Share 
%  Change 

-  0  - 

2.0  M 

2.4  M 
20  % 

The  State  Education  Agency  will  continue  to  play  a  major  role  in  the 
National  Adult  Literacy  Initiative.  This  federal  initiative  involves  efforts 
by  federal,  state  and  local  agencies  as  well  as  volunteer  groups,  business, 
and  industry  to  address  the  functional  illiteracy  of  an  estimated  27  million 
adult  Americans. 

In  1987,  the  Commonwealth  received  approximately  $2.2  million  to  help 
educate  over  one  million  illiterate  adults  in  the  State.  Despite  state  and 
local  matching  funds  this  small  allocation  will  allow  the  program  to  serve 
only  2%  of  the  Massachusetts  targeted  population. 
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Under  the  Administration's  proposal,  grants  to  states  would  be  funded  at 
$148  million,  an  increase  of  $35  million  over  the  1988  appropriation.  In 
addition,  $2  million  is  included  in  the  Administration's  budget  for  Research, 
Development  and  Evaluation.  No  funding  is  provided  for  the  Literacy  Training 
for  Homeless  Adults  or  the  Workplace  Literacy  Program. 

Governor  Dukakis  has  identified  the  problem  of  adult  illiterary  as  a 
major  barrier  limiting  the  opportunities  available  to  approximately  one 
million  illiterate  adults  in  the  Commonwealth.  The  Governor  has  requested  $47 
million  for  Adult  Education,  and  $1.4  million  from  the  state  legislature  to 
expand  the  Commonwealth  Literacy  Campaign  and  the  Workplace  Education  Project. 
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NEW  EDUCATION  PROGRAMS 


The  Administration's  Budget  Proposal  includes  funding  for  some  programs 
which  are  yet  to  be  authorized.  They  are  included  in  the  Senate  version  of 
the  omnibus  education  reauthorizaton  bill.  The  programs  are: 

•  Fund  for  the  Improvement  and  Reform  of  Schools  and  Teachers  (FIRST) 

$10  million  would  be  provided  to  support  projects  for  improving  school 
performance,  helping  educationally  disadvantaged  children  meet  high 
standards  and  increasing  teachers*  knowledge  of  their  subjects. 

•  Parental  Choice  Open  Enrollment  Demonstrations 

$5  million  would  be  provided  for  grants  to  LEAs  to  support  programs  that 
permit  students  to  enroll  in  the  public  school  of  their  choice  without 
regard  to  school  district  or  attendance  zones. 

•  College  Savings  Bond  initiative 

To  encourage  long-term  financial  planning  and  saving  for  postsecondary 
education,  the  President's  1989  budget  and  legislative  program  includes 
a  major  College  Savings  Bond  initiative.  Interest  on  bonds  used  for 
post-secondary  education  would  not  be  subject  to  Federal  tax. 
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CHILD  NUTRITION  PROGRAMS  (OSDA) 

Child  Nutrition  programs  provide  meals  to  children  in  schools, 
institutions,  day  care  centers,  and  other  settings  outside  the  home.  Federal 
assistance  for  this  program  is  provided  in  the  form  of  cash  and  commodities 
while  state  agencies  provide  partial  funding,  preparation,  and  distribution  of 
meals.  The  programs  which  fall  under  Child  Nutrition  include  school  lunches 
and  breakfasts,  child  care  food,  special  milk  program,  summer  food  programs, 
and  nutrition  education  training.  In  addition,  some  adult  day  care  centers 
can  now  receive  assistance  through  the  Child  Care  Food  Program. 

The  Program  in  Massachusetts 

Child  nutrition  programs  are  funded  by  the  Department  of  Agriculture  and 
operate  through  the  Commonwealth's  Department  of  Education. 

•  The  School  Lunch  Program  provides  for  free  or  reduced-priced  lunches  for 
income-eligible  children.  All  funds  are  distributed  to  the  local 
education  agencies  (school  committees)  and  other  state-approved  providers 
that  operate  the  lunch  programs.  The  grant  is  designed  to  provide  food 
assistance  payments  for  lunches  that  meet  minimal  requirements  for  all 
children  in  public  and  private  schools,  and  in  all  childcare  institutions. 

•  School  Breakfast  grants  pay  child-care  institutes  and  schools  to  provide 
breakfast  for  children. 

•  The  Special  Milk  grant  encourages  consumption  of  milk  by  children  of 
high- school  grade  and  under  in  child-care  institutions  such  as  day-care 
centers,  settlement  houses,  summer  camps,  and  in  non-profit  elementary  and 
secondary  schools. 

•  The  Child  Care  Food  program  helps  initiate,  expand,  and  maintain  food 
service  programs  in  public  or  non-profit  non- residential  child  care 
institutions  —  but  does  not  operate  in  schools.  This  year's  budget 
reflects  additional  money  to  pay  adult  day  care  centers,  which  under  last 
year's  Older  Americans  Act  Amendments  (P.L.  100-175)  can  be  reimbursed  for 
food  costs  through  the  Child  Care  Food  Program.  Adult  day  care  centers 
serve  the  elderly  and  chronically  impaired  disabled. 


• 


The  Summer  Food  Service  Program  promotes  the  continuation  of  food  services 
for  children  who  receive  free  or  subsidized  food  services  during  the 
school  year  and  are  in  public  child  care  institutions  during  the  summer. 

•  The  Special  Assistance  Fund  is  a  grant  to  provide  special  assistance 
reimbursement  for  lunches  for  children  who  qualify  for  free  and  reduced 
price  meals.  Federal  funds  are  also  provided  for  administrative  expenses 
incurred  in  supervising  and  giving  technical  assistance  to  local  school 
districts  and  institutions  in  their  maintenance  of  child  nutrition 
programs. 
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A  limited  number  of  programs  have  been  slated  for  elimination  in  this 
year's  budget.  Of  most  concern  to  the  Commonwealth  is  elimination  of  2%  Audit 
money,  which  assists  states  in  auditing  and  administering  child  nutrition 
programs.  Last  year,  the  2%  audit  program  provided  $326,849  for  the  state. 

And  finally,  the  Nutrition  Education  and  Training  Program  provides  grants 
to  a)  conduct  experimental  or  demonstration  projects  to  teach  school  children 
the  nutritional  value  of  foods  and  the  relationship  of  nutrition  to  health; 
b)  carry  out  research  and  relevant  developmental  projects;  and  c)  develop 
materials  and  techniques  for  innovative  presentation  of  nutritional 
information.  This  program  provided  $100,000  for  the  state  in  FY'88.  Neither 
program  would  be  funded  next  year  under  the  President's  budget. 


FY '89  Budget  Proposal 

This  year's  budget  essentially  funds  all  child  nutrition  programs  at 
current  service  levels  — ■  with  the  notable  exceptions  of  zero  funding  for  2% 
audit  and  the  Nutrition  Education  Program.  The  $5.2  billion  request  (up  from 
$4.8  billion  last  year)  reflects  expected  increases  in  program  costs  and 
participation. 


National 
%  Change 

State  Share 
%  Change 


Includes  Special  Milk  Program  funds 


FY  '81 

FY'87 

FY  '88 

Proposed 
FY  '89 

2.8  B 

4.7  B 
+  67% 

4.8  B 
+  2% 

5.2  B 

+  8% 

55  M 

75.4  M 
+  37% 

67.8  M 
-  10% 

73.2  M 
+  8% 
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EXECUTIVE  OFFICE  OF 
ELDER  AFFAIRS 


OLDER  AMERICANS  ACT 

Program  Description 

The  Older  Americans  Act  was  reauthorized  in  the  fall  of  1987  and 
provides  social  services,  nutrition,  and  employment  services  for  older 
citizens.  Beginning  in  FY'88,  the  program  will  include  a  new  set-aside  of 
approximately  $5  million  for  in-home  services  to  frail  elders.  Also  approved 
in  the  reauthorization  were  new  services  to  prevent  elder  abuse,  health 
screening  and  promotion  services,  and  separate  funding  for  ombudsman 
services.  These  services  will  not  be  funded,  however,  until  appropriations 
for  the  original  Older  Americans  Act  services  receive  at  least  105%  of  the 
funds  made  available  in  FY' 87. 

The  amendments  also  include  provisions  that  address  coordination  between 
agencies  funded  under  the  Act  and  agencies  serving  the  disabled  and  mentally 
ill. 

The  Program  in  Massachusetts 

Social  Services 

The  Older  Americans  Act  funds  three  types  of  social  services:  access, 
community  services  and  in-home  services.  Services  are  delivered  through  a 
broad  network  of  Area  Agencies  on  Aging,  Home  Care  Corporations,  multi-purpose 
senior  centers,  and  Councils  on  Aging. 

Access  services  include  transportation,  outreach,  and  information  and 
referral.  Community  services  encompass  legal,  escort,  residential  repair  and 
renovation,  and  health  services.  Some  of  these  services  are  also  available 
from  the  state-funded  home  care  program.  In-home  care  includes  homemaker, 
home  health  aids,  visitation  or  phone  reassurance,  and  chore  maintenance 
services.  Over  300,000  older  citizens  will  receive  services  under  the  Act, 
and  eligibility  is  not  income  tested. 

Nutrition 

The  State  operates  Congregate  and  Home  Delivered  Meal  programs  at  350 
sites  across  the  state.  The  Nutrition  program  totalled  $25.7'  million  in  FY' 87 
from  federal,  state,  and  local  sources  and  donations.  Over  7  million  meals 
were  served.  The  Older  Americans  Act  accounted  for  35%  of  FY' 87  nutrition 
expenditures  and  funding,  and  surplus  commodities  from  the  U.S.  Department  of 
Agriculture  accounted  for  14%  of  the  program's  funding.  State  funding 
contributed  29%,  donations  from  seniors  18%,  and  local  governments  1%. 

The  Older  Americans  Act  gives  states  the  flexibility  to  transfer  funds 
between  the  Home  Delivered  and  Congregate  Meal  programs.  Massachusetts  has 
used  this  flexibility  to  transfer  funds  to  the  home  delivered  meals  program  in 
previous  years.  55%  of  the  meals  were  served  in  congregate  meal  sites  and  45% 
were  delivered  to  homebound  senior  citizens.  The  home  delivered  meals  program 
is  an  important  component  of  the  state's  overall  effort  to  maintain  older 
persons   in   their   homes   as   an  alternative   to   nursing   home   care. 
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FY '89  Budget  Proposal 


Social  Services 
National 
%  Change 

State  Share 
%  Change 


Congregate  meals 
National 
%  Change 

State  Share 
%  Change 


Home  delivered 
National 
%  Change 

State  Share 
%  Change 


FY  '81 


252  M 


6.8  M 


295  M 


7.9  M 


55  M 


1.5  M 


FY  '87 

FY  '88 

Proposed 
FY  '89 

270  M 

7.1% 

269  M 

-0.4% 

269  M 
-0- 

7.1  M 

4.4% 

7.0  M 

-1.4% 

7.0  M 
-0- 

348  M 

18.0% 

345  M 
-0.9% 

345  M 
-0- 

9.1  M 

15.0% 

9.0  M 
-1.0% 

9.0  M 
-0- 

75  M 
36.0% 

75  M 
-0- 

75  M 
-0- 

1.9  M 

27.0% 

1.9  M 

-0- 

1.9  M 
-0- 

** 


The  Older  Americans  Act  Amendments  of  1984  eliminated  the  separate 
appropriation  authority  for  state  agencies  to  administer  these 
programs.  States  may  now  use  a  certain  percentage  of  their  total  social 
services  nutrition  allotments  for  administrative  costs.  Thus  in  our 
table,  the  post-FY'81  administrative  funds  are  included  in  the  Social 
Services  and  meals  activities. 


The  President's  budget  requests  level  funding  for  social  services, 
congregate  meals  and  home  delivered  meals.  In  addition,  the  President 
requests  $5  million,  level  funding,  for  the  new  set-aside  for  in-home  services 
to  frail  elderly.  Continuation  of  FY' 88  levels  represents  a  loss  in  terms  of 
real  dollars  which  will  reduce  the  amount  of  services  the  Commonwealth  can 
provide  to  this  needy  segment  of  our  population. 
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SENIOR  AIDES  (DQL) 

Program  Description 

The  Older  Americans  Act  authorizes  part-time  employment  opportunities 
for  people  over  55  years.  The  program  is  administered  by  the  Department  of 
Labor  through  eight  national  contractors  and  grants  to  state  agencies.  Since 
the  wage  payment  is  fixed  by  law,  approximately  63,800  job  opportunities  are 
expected  to  be  provided  nationally  for  elder  workers  in  1988. 

The  Program  in  Massachusetts 

The  Executive  Office  of  Elder  Affairs  received  $1.6  million  from  DOL  in 
FY' 88  and  funded  301  senior  aide  positions.  National  sponsors  have  funded 
another  1,213  slots  to  bring  the  state  total  to  1,514  positions  at  a  cost  of 
over  $6  million  for  both  programs. 

People  over  age  55  with  incomes  below  125%  of  the  poverty  level  are 
eligible.  Aides  work  20  hours  per  week,  primarily  in  social  service  agencies. 

FY'89  Budget  Proposal 

FY  '87 

National  336  M 

%  Change 

State  Share        1.61  M 
%  Change 

The  President's  FY'89  budget  proposal  provides  a  slight  increase  in 
funding  for  the  Senior  Aides  program  of  1.5%.  This  request  merely  restores 
funding  to  the  original  FY '87  level.  The  Administration  expects  that  this 
level  of  funding  will  support  99,000  participants  in  this  forward  funded 
program  for  July  1,  1989  through  June  30,  1990. 


FY  '88 

Proposed 
FY  '89 

331  M 

-1.5% 

336  M 

1.5% 

1.58  M 
-1.8% 

1.61  M 
1.9% 
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EXECUTIVE  OFFICE  OF 
ENERGY  RESOURCES 


ENERGY  OBSERVATION  PROGRAMS  (DOE) 

DEPARTMENT  OF  ENERGY 

Program  Description 

The  Department  of  Energy  (DOE)  provides  a  range  of  energy  conservation 
grants  to  states  to  operate  state  energy  programs,  award  small  conservation 
grants,  and  fund  conservation  projects  in  schools  and  hospitals. 

The  Program  in  Massachusetts 

The  State  Energy  Conservation  Program  (SECP)  is  a  major  recipient  of 
funding  sent  by  the  Executive  Office  of  Energy  Resources  to  DOE.  The  grant  is 
designed  to  support  a  wide  range  of  programs  which  highlight  the  economic 
benefits  of  energy  conservation  and  stimulate  private  and  public  sector 
investments  in  both  conservation  and  alternative  technologies.  SECP  also 
supplements  state  appropriations,  supporting  personnel  and  operational  costs 
of  the  Executive  Office. 

Through  its  Energy  Extension  Service  (EES)  grant,  the  state  receives 
funds  to  provide  information  and  technical  services  to  small  businesses  and 
community  organizations  on  conservation  options  and  costs. 

The  Schools  and  Hospitals  Program  (also  known  as  the  Institutional 
Conservation  Program)  provides  energy  audits  and  financial  assistance  to 
schools,  hospitals,  and  public  care  institutions  to  develop  and  implement 
conservation  techniques.  The  State  Executive  Office  of  Energy  Resources 
receives  funding  to  administer  the  program  while  program  funds  go  directly  to 
the  cities  and  towns  from  DOE. 

In  FY' 88  the  State  received  $.20  million  from  the  SECP  grant,  $.08 
million  for  EES,  and  $1  million  for  the  Schools  and  Hospitals  Program. 

The  FY '89  Budget  Proposal 

The  President's  proposal  for  the  Department  of  Energy  (DOE)  provides 
$16.1  billion  for  FY' 89.  This  represents  a  $2  billion  increase  (13.7%)  over 
DOE's  FY '88  budget.  The  increased  funding  will  be  primarily  for  basic 
research  and  development,  including  funding  for  the  initial  construction  of 
the  Superconducting  Supercollider  (SSC),  development  for  new  defense  materials 
production  reactor,  for  environmental,  safety  and  health  activities  at  DOE 
facilities  across  the  nation  and  for  clean  coal  technologies.  Reductions  in 
the  budget  are  proposed  for  fossil  fuels,  conservation,  and  renewable  energy 
programs . 

No  funding  is  requested  for  SECP,  EES,  and  ICP.  The  Administration 
transfers  responsibility  for  these  programs  to  states  to  fund  out  of  monies 
received  from  oil  overcharge  litigation  settlements.  Only  $8.6  million  is 
requested  for  close-out  activities  for  the  above  grants  as  well  as  for  the 
Low- income  Weather izat ion  Assistance  Program  and  for  DOE  to  monitor  the 
petroleum  overcharge  funds. 
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Proposed 
FY  '81    FY  '87    FY  *88     FY  '89 

SECP 

National 
%  Change 

State  Share 
%  Change 

EES 

National 
%  Change 

State  Share 
%  Change 

Schools  &  Hospitals  (TCP) 

National 
%  Change 

State  Share 
%  Change 

The  funding  levels  for  the  above  programs  have  been  significantly 
reduced  since  1981.  As  a  result ,  states  have  had  to  reduce  staff  and  scale 
back  conservation  activities.  For  the  past  several  years,  the  President  has 
proposed  to  renege  on  the  federal  commitment  to  state  enery  conservation 
programs  in  favor  of  placing  the  responsibility  for  these  programs  with  states 
to  be  funded  out  of  monies  received  from  oil  overcharge  litigation 
settlements.  Although  these  efforts  have  previously  been  rejected,  Congress 
adopted  a  similar  funding  approach  in  its  FY'S?  Budget  Reconciliation  Act 
which  authorized  up  to  $200  million  in  oil  overcharge  funds  to  be  recaptured 
by  the  federal  government  to  support  these  three  energy  conservation  programs 
as  well  as  the  Low-Income  Weather izat ion  Assistance  Program. 


26.9  M 

9.5  M 

9.5  M 

-  0  - 

-65% 

0% 

-100% 

.6  M 

.2  M 

.2  M 

-  0  - 

-67% 

0% 

-100% 

18.5  M 

3.9  M 

3.9  M 

-  0  - 

-79% 

0% 

-100% 

.4  M 

.08  M 

.08  M 

-  0  - 

-75% 

0% 

-100% 

149.9  M 

25.2  M 

25.2 

-  0  - 

-46% 

0% 

-100% 

4e0  M 

1  M 

1  M 

-  0  - 

___ 

-23% 

0% 

-100% 

The  FY' 89  budget  proposal  differs  from  the  funding  mechanism  described 
above.  As  in  previous  years,  the  budget  looks  to  states  to  fund  these 
programs  with  the  states'  share  of  oil  overcharge  funds.  Under  the  FY' 89 
budget  proposal,  the  Commonwealth  will  lose  valuable  federal  assistance  for 
these  three  programs.  If  these  cuts  are  implemented,  they  will  have  a  drastic 
effect  upon  both  the  state's  energy  conservation  policy  and  the  operation  of 
the  state's  energy  office  in  the  wake  of  vanishing  funds  from  oil  overcharge 
litigation  settlements. 
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OIL  OVERCHARGE  FDNDS  (DOE) 

Program  Description 

Oil  overcharge  funds  are  funds  which  have  been  made  available  to  the 
states  as  a  result  of  litigation  by  DOE  against  a  number  of  oil  companies 
found  to  have  overcharged  oil  consumers  during  the  1973-81  period  of  oil  price 
controls.  Many  of  the  cases  have  been  settled  out  of  court  resulting  in 
refunds  either  given  directly  to  injured  consumers  and  states  or  held  in  the 
escrow  account  for  subsequent  distribution.  The  funds  are  distributed  to 
states  based  on  relative  volume  of  refined  petroleum  products  consumed  in  each 
state  during  the  period  of  oil  price  controls. 

A  relatively  small  portion  of  overcharge  funds  ($200  million)  was  given 
to  the  states  under  the  so-called  Warner  Amendment  to  the  Continuing 
Appropriation  Act  in  December/  1982.  States  were  required  to  expend  Warner 
funds  in  one  or  more  energy  conservation  funds  already  established  by  the 
federal  government.  These  programs  include:  the  State  Energy  Conservation 
Program  (SECP),  the  State  Energy  Extension  Service  (EES),  the  Institutional 
Conservation  Program  (ICP),  the  Low-Income  Weatherization  Program  (WAP),  and 
the  Low-Income  Home  Energy  Assistance  Program  (LIHEAP). 

In  January,  1986,  the  Exxon  Corporation  was  ordered  to  pay  $2.1  billion 
in  damages  for  violating  federal  price  controls.  The  decision  in  that  case 
required  that  funds  be  distributed  according  to  the  prior  Warner  Amendment 
decision.  In  July,  1986,  the  Stripper  Well  case  was  settled  and  will  result 
in  several  billion  dollars  more  becoming  available  to  the  states.  Small 
amounts  of  overcharge  funds  also  have  been  distributed  under  other  cases. 

Program  in  Massachusetts 

The  Commonwealth  received  $6.6  million  in  Warner  funds.  The 
Commonwealth  developed  programs  (1)  to  replace  oil  burners  in  low-income 
single  and  multi-family  dwellings  (this  supplemented  the  WAP  whose  funds  are 
exhausted  each  year);  (2)  to  further  reduce  the  interest  rate  of  Solar  Bank 
loans  for  low  and  moderate  income  homeowners  and  landlords  to  make  them 
affordable  to  the  working  poor;  and  (3)  to  fund  interest  reduction  for 
conservation  features  of  the  retrofit  at  low  and  moderate  income  multi-family 
dwellings  through  the  Massachusetts  Housing  Financing  Agency  and  the  Executive 
Office  of  Communities  and  Development.  Other  innovative  programs  have  been 
developed  for  the  commercial/industrial,  municipal  and  transportation  sectors. 

In  addition  to  the  Warner  funds,  $2,656,548  in  direct  allotments  of  oil 
overcharge  funds  from  seven  cases  have  been  made  available  to  Massachusetts 
over  the  past  five  years.  Most  of  these  seven  cases  have  been  combined  to 
fund  energy  conservation  transportation  related  projects. 

In  March,  1986,  Massachusetts  received  $70  million  in  oil  overcharge 
funds  from  the  Exxon  case.  The  funds  were  distributed  as  follows:  $52 
million  for  low-income  weatherization  grants  to  be  administered  by  the 
Executive  Office  of  Communities  and  Development;  $15  million  for  a  zero 
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interest  energy  conservation  loan  program  (HEAT)  for  moderate  and 
middle-income  households  administered  by  the  Energy  Office;  and  $3  million  for 
a  commercial/industrial  energy  conservation  program  also  operated  by  the  state 
Energy  Office. 

The  HEAT  Program  began  in  October  1986.  In  the  first  full  year  of 
operation  over  5600  loans  totalling  $24.9  million  in  investment  were 
processed.  Consumers  will  save  $8.1  million  in  avoided  interest  payments  on 
these  loans.  Based  upon  current  rates  of  activity,  EOER  anticipates  almost 
8,500  loans  totalling  approximately  $39.3  million  in  investment  during  the 
second  year  of  the  program. 

Massachusetts  has  also  received  almost  $30  million  from  the  Stripper 
Well  case.  To  meet  an  emergency  situation,  $10  million  will  be  used  for  the 
Low- Income  Home  Energy  Assistance  Program  (LIHEAP).  A  plan  for  use  of  the 
remainder  of  these  funds  will  be  generated  early  this  year. 

FY* 89  Budget  Proposal 

The  FY '89  budget  proposal  reneges  on  the  federal  commitment  to  the  state 
and  local  energy  conservation  programs  (SECP,  EES,  ICP,  and  Low-Income 
Weather izat ion)  by  placing  the  responsibility  for  these  programs  with  states 
to  fund  out  of  monies  the  states  have  received  from  oil  overcharge  litigation 
settlements.  Previous  attempts  at  this  funding  approach  were  rejected  by 
Congress  until  FY '87,  when  mounting  pressures  to  meet  the  Gramm-Rudman- 
Hollings  deficit  targets  provided  the  impetus  for  this  type  of  non-federal 
funding  approach.  The  pressures  on  Congress  were  exacerbated  by  the  almost  $3 
billion  that  was  returned  to  states  over  the  past  two  years  from  the  Exxon  and 
Stripper  Well  settlements.  Consequently,  Congress  passed  legislation  (FY' 87 
Budget  Reconciliation  Act)  to  recapture  excess  oil  overcharge  funds  for  the 
U.S.  Treasury  and  to  continue  the  federal  support  for  the  programs  with  the 
recaptured  funds.  This  funding  mechanism  differs  from  the  FY '88  budget 
proposal,  however,  in  that  it  continues  the  federal  support  for  the  above 
programs . 
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EXECUTIVE  OFFICE  OF 
ENVIRONMENTAL  AFFAIRS 


ACID  RAIN  (EPA) 

Program  Description 

The  Clean  Air  Act  is  the  federal  mandate  for  prevention  and  control  of 
air  pollution.  When  the  Act  was  passed,  acid  deposition  —  commonly  referred 
to  as  acid  rain  —  was  not  recognized  as  a  serious  environmental  threat. 
Increasing  evidence  that  acid  rain  is  causing  severe  environmental  damage  led 
to  passage  of  the  Acid  Precipitation  Act  of  1980,  which  established  the 
Interagency  Task  Force  on  Acid  Precipitation  to  oversee  the  National  Acid 
Precipitation  Assessment  Program  (NAPAP).  The  goal  of  NAPAP  is  to  develop  and 
progressively  improve  on  an  objective  and  comprehensive  information  base  for 
use  by  decisionmakers.  NAPAP  focuses  on  research,  monitoring  and  assessment 
activities.  The  Interagency  Task  Force  develops  the  annual  interagency  budget 
for  NAPAP  to  distribute  funds  to  over  a  dozen  agencies.  The  Task  Force  also 
issues  an  annual  report  to  the  President  and  Congress  on  the  status  of  science 
and  research  progress;  however,  it  has  no  mandate  to  recommend  specific 
actions  for  mitigation  and  control. 

The  Program  in  Massachusetts 

Although  Massachusetts  plays  no  specific  role  in  the  NAPAP  process, 
since  FY' 83  the  Commonwealth  has  committed  over  $3.2  million  to  a 
comprehensive  acid  rain  research  program.  As  for  federal  funds,  the  state 
receives  its  air  quality  management  funds  under  Sec.  105  of  the  Clean  Air  Act, 
which  has  no  acid  deposition  component.  A  special  one-time-only  Sec.  105 
grant  of  $227,000  was  awarded  to  Massachusetts  for  1985  to  support  acid 
deposition-related  projects  (See  Clean  Air  Act  Sec.  105)  under  the  STAR 
program  (State  Acid  Rain  Program).  In  addition,  approximately  $50,000  was 
earmarked  in  the  FY' 86  Sec.  105  grant  to  support  Massachusetts'  inventory 
refinement  efforts  for  NAPAP. 

FY' 89  Budget  Proposal 

Proposed 
FY  '80    FY '81     FY  '87    FY  '88     FY  '89 

National  10.9  M    13.03  M   86.13  M   81.88  M    82  M 

(NAPAP) 
%  Change  20%     560%      -5%       -0- 

EPA's  Share         1.9  M    6.9  M    55  M    52.1  M    55.5  M 
%  Change  263%     697%      -5%  .     7% 

The  President's  budget  once  again  fails  to  directly  address  the  need  for 
acid  rain  mitigation.  The  Administration's  response  to  the  acid  rain  problem 
is  a  continued  emphasis  on  research  into  its  causes  and  effects  under  the 
NAPAP  Program,  and,  more  recently,  an  increased  commitment  to  clean  coal 
technology  research  under  the  Department  of  Energy. 
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The  Administration  has  requested  level  funding  of  $82  million  for  the 
government-wide  research  effort  in  FY' 89,  with  EPA's  share  at  $55.5  million. 
In  the  aggregate,  the  interagency  research  task  force  has  received  a  total  of 
$416  million  through  1988;  of  that  amount,  EPA  has  received  $243.9  million  for 
acid  rain  reseach  since  the  program's  inception. 

The  1989  acid  rain  research  program  will  emphasize  projects  that  provide 
information  and  predictive  tools  for  the  1990  NAPAP  Assessment  Report  to 
Congress  on  acid  deposition.  Research  will  focus  on  evaluating  models 
developed  to  predict  acid  deposition  from  air  emmission  levels  and  determining 
the  extent  of  actual  (and  potential)  damage  to  the  environment.  In  addition, 
the  Limestone  Injection  Multistage  Burner  (LIMB)  program  will  continue  to 
evaluate  retrofit  boiler  technology  to  reduce  emissions  from  coal-fired 
boilers.  This  program  will  be  coordinated  with  the  Department  of  Energy's 
Clean  Coal  Technology  (CCT)  Program. 

The  Administration  has  also  requested  an  additional  $1,775  billion  in 
budget  authority  for  the  CCT  program  beginning  in  fiscal  1990  ($575  million  in 
FY'90,  $600  million  in  FY'91,  and  $600  million  in  FY'92)  in  addition  to  $0.7 
billion  already  made  available  for  1988  and  1989.  The  Administration  has 
sought  this  funding  to  implement  a  key  recommendation  of  the  U.S.  and  Canadian 
Special  Envoys  on  Acid  Rain.  In  the  past  three  years,  Congress  has 
appropriated  nearly  $1  billion  for  this  program,  including  an  advanced 
appropriation  of  $525  million  for  FY '89. 

However,  both  research  efforts  have  come  under  strong  criticism.  In 
September  of  1987,  NAPAP  issued  an  interim  assessment  reviewing  acid  rain 
research  conducted  from  1982  to  early  1987.  The  report's  Executive  Summary 
suggested  that  the  problem  of  acid  rain  is  not  urgent:  "Available  observations 
and  current  theory  suggest  that  there  will  not  be  an  abrupt  change  in  aquatic 
systems,  crops,  or  forests  at  present  levels  of  air  pollution."  ("Interim 
Assessment:  The  Causes  and  Effects  of  Acid  Deposition,"  pages  1-8.)  A  number 
of  acid  rain  researchers  sharply  criticized  the  Executive  Summary  for 
selectively  using  data  to  downplay  the  severity  of  the  problem.  The  CCT 
initiative  has  also  been  criticized  as  falling  far  short  of  what  is  needed  to 
have  a  significant,  near-term  effect  on  pollution. 

From  Massachusetts'  perspective,  the  Administration's  "research  only" 
approach  to  the  acid  rain  issue  is  a  "no  action"  policy  which  has  serious 
adverse  consequences  for  human  and  natural  resources.  While  the 
Administration  continues  to  direct  government  efforts  and  resources  towards 
perfecting  the  scientific  information  base,  the  damage  to  our  natural  and 
manmade  resources  continues  to  accrue  at  an  alarming  rate.  Testing  results 
from  the  Massachusetts  Acid  Rain  Monitoring  Project  (ARM)  have  indicated  that 
about  80%  of  the  1,200  water  bodies  tested  may  be  sensitive  to  acidification 
due  to  acid  deposition.  Twenty  percent,  including  the  Quabbin  Reservoir,  are 
critically  sensitive  and  5%  are  acidified. 

The  1984  document  Acid  Rain  and  Related  Air  Pollution  Damage:  A 
National  &  International  Call  to  Action,  published  by  the  Commonwealth, 
concludes  that  damage  to  natural  and  human-made  resources  from  acid  deposition 
and  other  forms  of  air  pollution  is  severe  and  occurring  throughout  the 
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world.  Damages  accrue  to  human  health,  land,  water,  and  buildings.  The 
Commonwealth  recommends  that  immediate  action  be  taken  to  reduce  acid 
deposition  and  air  pollution  in  the  United  States  through  emission  reductions 
and  revision  of  the  National  Ambient  Air  Quality  Standards. 

The  Reagan  Administration  contends  that  Congress  and  the  public  cannot 
make  effective  decisions  on  mitigating  this  problem  while  questions  remain 
unanswered  regarding  the  sources  and  characteristics  of  acid  rain  as  well  as 
the  extent  of  actual  and  potential  damage  to  the  environment.  Thus,  although 
thousands  of  studies  and  reports  have  been  compiled  by  government  and  private 
organizations  documenting  environmental  damage,  health  effects,  and  costs  and 
methods  of  control,  the  Administration  chooses  to  direct  government  efforts 
toward  increasing  the  scientific  information  base. 

Until  the  Clean  Air  Act  is  reauthorized  with  provisions  for  a  national 
acid  deposition  control  program,  states  assume  the  burden  of  protection  of 
public  health  and  the  environment  from  this  form  of  air  pollution.  In  1985, 
Massachusetts  became  the  sixth  state  in  the  nation  to  pass  a  law  limiting 
pollutants  that  cause  acid  rain.  Massachusetts  remains  active  in  efforts  to 
enact  state,  regional  and  national  control  plans. 
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CONSTRUCTION  GRANTS  PROGRAM  (EPA) 

Program  Description 

The  federal  construction  grants  program,  authorized  by  the  Federal  Water 
Pollution  Control  Act  of  1972,  was  reauthorized  by  Congress  in  1987.  This 
statute  established  a  federal-state  partnership  whereby  federal  funds 
administered  by  EPA  support  state  water  quality  management  programs.  Section 
201  provides  authority  for  EPA  to  make  grants  to  States  to  distribute  to  local 
public  agencies  for  construction  of  municipal  wastewater  treatment 
facilities.  This  is  the  nation's  second  largest  public  works  program. 

The  Program  in  Massachusetts 

The  Construction  Grants  Division  of  DEQE  administers  the  Section  201 
funds.  EPA  funds  are  allocated  to  the  State  agency  on  the  basis  of 
population,  need,  and  other  criteria.  EPA's  1984  Needs  Survey  Report 
documented  municipal  financing  needs  across  the  country  in  excess  of  $100 
billion  (see  table).  An  estimated  1700  communities,  with  project  costs  in 
excess  of  $13  billion,  will  need  to  complete  construction  in  order  to  meet  the 
congressionally  mandated  July  1,  1988  deadline  for  secondary  treatment.  The 
EPA  Report  indicated  that  by  the  year  2000,  nearly  $5  billion  would  be 
necessary  to  fund  the  municipal  wastewater  treatment  facilities  in 
Massachusetts  alone  -  4.6%  of  the  total  estimated  national  needs  eligible  for 
federal  financial  assistance. 

Cities,  towns,  and  the  Massachusetts  Water  Resources  Authority  (MWRA) 
are  eligible  to  submit  proposals  to  DEQE  to  receive  a  share  of  these  funds. 
Originally,  projects  were  eligible  for  75%  federal  funding.  Today,  the 
Commonwealth's  contribution  is  55%,  with  Federal  and  local  shares  set  at  35% 
and  10%  respectively.  The  State  contribution  is  generated  from  the  sale  of 
bonds. 

FY '89  Budget  Proposal 

Proposed 
FY  '81    FY  '87    FY  '88     FY  '89 

National       3.7  B    2.361  B  2.304  B     1.5  B* 
%  Change       -36%     -2%       -35% 

State  Share    93.0  M   81  M    79  M**  51.5  M  (est.) 
%  Change       -13%     -2%       -35% 

*  Of  the  total  $1.5  billion  request,  $750  million  is  for  construction 
grants  and  $750  million  is  for  establishing  state  revolving  funds. 

**  The  FY '88  Continuing  Resolution  earmarked  an  additional  $16  million 
to  assist  the  MWRA  in  the  Boston  Harbor  cleanup  effort. 
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As  in  previous  years,  the  President's  budget  proposes  to  phase  out 
federal  funding  assistance  for  construction  of  municipal  wastewater  treatment 
systems  by  1993,  and  spend  a  total  of  only  $12  billion  from  FY'86  to  FY'93. 
Congress  rejected  a  similar  proposal  last  year,  overriding  the  President's 
pocket  veto  of  the  Clean  Water  Act  amendments  and  calling  instead  for  spending 
$18  billion  through  fiscal  1994;  for  FY' 89,  the  clean  water  legislation 
authorizes  $1.2  billion  for  construction  grants  and  $1.2  billion  for  state 
revolving  funds  (SRFs). 

In  response  to  deficit  reduction  mandates,  the  Administration  has  also 
established  a  Letter  of  Credit  (LOC)  funding  mechanism  for  the  newly 
authorized  SRF  which  will  significantly  hinder  the  states'  efforts  to 
successfully  implement  the  program.  Under  the  LOC  approach,  cash  payments  are 
withheld  from  the  states  until  such  time  that  cash  is  demanded  to  support 
project- related  needs,  including  leveraging.  However,  the  LOC  approach  will 
eliminate  the  opportunity  for  states  to  accrue  interest  on  the  federal 
contribution  to  the  SRF,  inhibit  leveraging  as  well  as  other  innovative 
financing  options,  and  increase  state  and  local  government  borrowing  costs  in 
the  Bond  Market. 

Many  members  of  Congress  believe  this  approach  is  in  conflict  with  the 
1987  Water  Quality  Act,  which  calls  for  the  SRF  to  be  funded  with  cash 
payments  to  the  states.  Last  year,  the  Senate  attached  a  congressional 
mandate  to  the  EPA  appropriation  bill  to  require  only  "cash  payments"  after 
FY' 88.  However,  because  of  the  overwhelming  congressional  concern  over  cash 
outlays,  this  requirement  was  eliminated  by  the  conference  committee. 

With  the  July  1,  1988  deadline  for  municipal  compliance  with  secondary 
treatment  levels,  deterrents  in  the  LOC  and  the  President's  budget  proposal 
could  not  come  at  a  worse  time. 
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EPA  Wastewater  Treatment 
Construction  Grants  Program:  FY1 86 

(in  millions  of  dollars) 


Fiscal  1986 

Percent 

EPA  Needs 

Percent 

Region  and  State 

Allocations^ 

of  Total 

Survey  Amount2 

of  Total 

New  England 

Connecticut 

27.3 

1.6 

1,968 

1.9 

Maine 

14.8 

0.9 

971 

0.9 

Massachusetts 

74.3 

4.3 

4,928 

4.6 

New  Hampshire 

16.1 

0.9 

1,211 

1.1 

Rhode  Island 

16.3 

0.9 

801 

0.8 

Vermont 

3.6 

0.2 

287 

0.3 

Total 

152.4 

8.8 

10 , 166 

9.6 

Mid-Atlantic 

Delaware 

3.2 

0.2 

303 

0.3 

Maryland 

62.9 

3.6 

1,538 

1.4 

New  Jersey 

53.9 

3.1 

4,934 

4.6 

New  York 

230.8 

13.3 

15,489 

14.6 

Pennsylvania 

56.6 

3.3 

4,955 

4.7 

Total 

407.4 

23.5 

27,219 

25.6 

Midwest 

Illinois 

74.4 

4.4 

4,344 

4.1 

Indiana 

53.4 

3.1 

2,200 

2.1 

Iowa 

27.8 

1.6 

1,161 

1.1 

Michigan 

2.2 

0.1 

3,729 

3.5 

Minnesota 

28.2 

1.6 

1,622 

1.5 

Ohio 

111.9 

6 .5 

5,075 

4.8 

Wisconsin 

31.9 

1.8 

1,876 

1.8 

Total 

329.8 

19.1 

20,007 

18.8 

South 

Alabama 

17.4 

1.0 

1,220 

1.1 

Arkansas 

13.0 

0.7 

638 

0.6 

District  of  Columbia    12.9 

0.8 

299 

0.3 

Florida 

60.5 

3.5 

5,362 

5.1 

Georgia 

28.8 

1.7 

1,652 

1.6 

Kentucky 

24.8 

1.4 

1,960 

1.8 

Louisiana 

20.2 

1.2 

1,598 

1.5 

Mississippi 

24.3 

1.4 

805 

0.8 

North  Carolina 

31.0 

1.8 

1,744 

1.6 

Oklahoma 

19.6 

1.1 

655 

0.6 

South  Carolina 

15.7 

0.9 

1,424 

1.3 

Tennessee 

28.9 

1.7 

2,414 

2.3 

Texas 

69.9 

4.0 

4,770 

4.5 

Virginia 

33.1 

1.9 

1,670 

1.6 

West  Virginia 

20.5 

1.2 

2,084 

2.0 

Total 

420.6 

24.3 

28 , 295 

26.6* 
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EPA  Wastewater  Treatment 

Construction  Grants  Program:  FY1 86  (continued) 

(in  millions  of  dollars) 


Fiscal  1986 

Percent 

EPA  Needs 

Percent 

Region  and  State 

Al  locations 1 

of  Total 

Survey  Amount2 

of  Total 

West 

Alaska 

11.5 

0.7 

349 

0.3 

Arizona 

12.5 

0.7 

931 

0.9 

California 

166.4 

9.6 

6,674 

6.3 

Colorado 

2.0 

0.1 

461 

0.4 

Hawaii 

26.5 

1.5 

636 

0.6 

Idaho 

8.7 

0.5 

385 

0.4 

Kansas 

12.1 

0.7 

953 

0.9 

Missouri 

48.7 

2.8 

3,398 

3.2 

Montana 

6.4 

0.4 

87 

0.1 

Nebraska 

16.1 

0.9 

309 

0.3 

Nevada 

8.3 

0.5 

196 

0.2 

New  Mexico 

4.7 

0.3 

208 

0.2 

North  Dakota 

5.2 

0.3 

47 

0.0 

Oregon 

26.6 

1.5 

1,272 

1.2 

South  Dakota 

4.1 

0.2 

150  . 

o.i  • 

Utah 

8.6 

0.5 

718 

0.7 

Washington 

44.8 

2.6 

3,781 

3.6 

Wyoming 

6.9 

0.4 

66 

0.1 

Total 

420.1 

24.3* 

20 , 621 

19.4* 

Northeast 

559.8 

32.4 

37,385 

35.2 

Midwest 

329.8 

19.1 

20,007 

18.8 

Northeast  and  Midwest 

889.6 

51.5 

57,392 

54.0 

South 

420.6 

24.3 

28,295 

26.6 

West 

420.1 

24.3 

20,621 

19.4 

South  and  West 

840.7 

48.6 

48,916 

46.0 

U.S.  Total3 

1,730.3 

100.1* 

106,308 

100.0 

*    Regional  percentage  figures  may  be  more  or  less  than  percentage  sums  due 
to  rounding. 

1  From  EPA  Report:   EPA-925000,  10/17/86.   State  of  Combined  Funds  Under 
P.L.  92-500  Authority.  Figures  rounded  to  the  nearest  $100,000. 

2  This  column  contains  EPA's  assessments  of  funds  needed,  in  1984  dollars, 
for  construction  of  publicly  owned  treatment  facilities  to  the  year  2000. 

3  U.S.  figures  do  not  include  Puerto  Rico  or  the  Territories. 

SOURCE:  Staff  calculations  from  the  U.S.  Environmental  Protection  Agency, 
Grants  Administration  Division,  and  Roy  F.  Weston,  Inc.,  1984  Needs 
Survey  Report  to  Congress:  Assessment  of  Needed  Publicly  Owned 
Wastewater  Treatment  Facilities  in  the  United  States  (Washington,  D.C., 
Environmental  Protection  Agency,  February  1985). 
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WftTER  POLLUTION  CONTROL,  SECTION  106  (EPA) 

Program  Description 

The  Federal  Water  Pollution  Control  Act  requires  states  to  administer 
programs  to  eliminate  discharge  of  pollutants  into  lakes,  rivers,  and  oceans. 
Section  106  of  the  Act  authorizes  federal  grants,  administered  by  EPA,  to 
state  agencies  which  oversee  the  various  projects  designed  to  achieve  the 
pollution  control  mandate. 

The  Program  in  Massachusetts 

The  Water  Pollution  Control  Division  of  DEQE  uses  the  EPA  106  grant 
money  to  support  20  professional  and  support  staff  to  administer  four  major 
water  pollution  control  programs: 

developing  and  implementing  approved  pretreatment  programs; 

issuing  permits,  especially  those  controlling  toxics  and  requiring 
implementation  of  approved  pretreatment  programs,  under  the 
National  Pollutant  Discharge  Elimination  System  (NPDES); 

improving  compliance  (enforcement)  with  NPDES  permits  to  assure 
that  treatment  facilities  are  properly  constructed,  operated  and 
maintained; 

conducting  research  for  improved  NPDES  permitting  process  and 
development  of  innovative  and  alternative  technologies  for 
municipal  wastewater  treatment. 

FY1 89  Budget  Proposal 

Proposed 
FY  '81    FY'87     FY  '88     FY  '89 

National     -  55.5  M    71.1  M    60.85  M    60.2  M 
%  Change       28%      -14%       -1% 

State  Share    1.1  M     1  M      .8  M      .8  M 
%  Change       —      -1%      -20%      -  0  - 

The  Commonwealth  is  dependent  upon  Federal  funds  for  approximately  70% 
of  its  water  pollution  control  programs.  Although  the  state  share  of  the 
total  federal  dollars  available  has  remained  relatively  constant  since  1984, 
two  factors  have  caused  this  constant  funding  level  to  represent,  in  effect,  a 
cut  in  services. 

First,  the  Water  Pollution  Control  Division  of  DEQE  has  lost  18  staff 
members  since  1981  (and  12  alone  since  FY'87)  due  to  inflation  and  a 
substantial  increase  in  the  cost  of  engineers'  salaries.  Federal  dollars  to 
the  State  to  offset  these  cost  increases  have  barely  kept  up  with  inflation 
and  have  lagged  far  behind  the  cost  of  retaining  competent  staff.  Second, 
DEQE   has   assumed  expanded  program  responsibilities  under   the  newly 
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reauthorized  Clean  Water  Act,  including  toxic  pollution  control  programs, 
groundwater  permitting  programs,  implementation  of  new  water  quality 
standards,  and  increased  responsibilities  under  the  NPDES.  Given  this 
context,  the  proposed  level  of  funding  for  Section  106  grants  in  FY '89  will 
not  improve  the  State's  ability  to  carry  out  its  responsibilities. 

Moreover,  this  problem  is  exacerbated  by  the  fact  that  under  the  new 
rules  for  the  205(g)  management  grant  for  the  Construction  Grant  Program,  DEQE 
can  no  longer  support  22  permitting  and  enforcement  staff  from  this  funding 
source.  Further,  40%  of  the  agency's  205(j)  grant  for  water  quality 
management  must  now  go  to  regional  planning  agencies.  This  loss  of 
approximately  $330,000  has  resulted  in  the  loss  of  funding  for  approximately 
six  positions  in  the  water  pollution  control  and  water  supply  programs. 
Although  the  agency  will  be  able  to  fund  approximately  four  staff  positions 
from  the  new  nonpoint  source  management  205(j)(5)  grant,  this  staff  will  be 
responsible  for  new  activities. 
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CUBAN  AIR  ACT,  SECTION  105  (EPA) 

Program  Description 

The  Federal  Clean  Air  Act  is  a  national  plan  for  controlling  and 
preventing  air  pollution.  The  Act  establishes  national  ambient  air  quality 
standards  for  protecting  public  health  and  the  environment  from  specific 
pollutants,  and  mandates  programs  to  meet  these  standards  through  installation 
of  emission  controls  on  pollution  sources.  The  Act  also  establishes  emission 
standards  for  controlling  toxic  pollutants  and  pollutants  from  mobile  sources 
and  major  industrial  facilities.  State  governments  are  responsible  for 
devising  and  implementing  programs  to  meet  the  national  air  quality 
standards.  Section  105  of  the  Act  authorizes  grants  to  State  air  pollution 
control  agencies  to  assist  in  the  planning,  development  and  implementation  of 
such  programs. 

The  Program  in  Massachusetts 

In  Massachusetts,  the  Air  Quality  Division  of  the  Department  of 
Enviromental  Quality  Engineering  administers  air  pollution  control  programs, 
including: 

developing  policies  and  promulgating  regulations  to  facilitate 
environmentally  sound  conversions  from  oil  to  alternative  fuels 
(coal,  wood,  coal  derivatives); 

reviewing  and  approving  plans  for  disposal  of  hazardous  waste  by 
incineration; 

developing  a  program  for  toxic  air  pollutants; 

enforcing  standards  for  burning  wood  and  coal; 

monitoring  for  air  pollutants  and  developing  methods  to  measure 
toxics; 

collecting  information  concerning  the  environmental  threats  of  acid 
deposition; 

implementing,  in  cooperation  with  the  Registry  of  Motor  Vehicles, 
the  auto  emission  inspection  and  maintenance  program. 

In  1984,  Massachusetts  applied  for  EPA  State  Acid  Rain  Program  (STAR) 
funds  to  conduct  research  on  acid  rain  control  implementation  issues.  Funding 
was  granted  by  EPA  in  1985  and  two  research  activities  were  undertaken.  The 
first  STAR  research  program  looked  at  developing  and  testing  planning 
approaches  to  control  acid  deposition.  The  second  STAR  research  program 
looked  at  the  feasibility/applicability  of  banking  and  trading  emissions 
within  the  context  of  an  overall  acid  deposition  control  program. 
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DEQE  is  currently  drafting  regulations  that  will  reduce  hydrocarbon 
emissions  in  Massachusetts.  Current  projections  indicate  that  Massachusetts 
will  violate  federal  ozone  standards  by  FY' 90  unless  regulations  designed  to 
decrease  hydrocarbon  emissions,  a  precursor  to  ozone,  are  implemented. 

FY '89  Budget  Proposal 


Proposed 
FY  '81    FY'87     FY  '88     FY  '89 

National       87.6  M    94.6  M    92.6  M     95  M 
%  Change       8%      -2%       3% 

State  Share    2.5  M    3.4  M     2.9  M    2.6  M  (est.) 
%  Change       36%      -15%     -10% 


Between  FY' 81  and  FY' 88,  Section  105  funds  have  increased  by  only  6%,  a 
significant  reduction  when  inflation  is  considered. 

EPA  grants  have  been  used  to  fund  several  programs: 

•  enhanced  enforcement  activities  to  obtain  and  maintain  source 
compliance  with  state  implementation  plan  (SIP)  requirements,  new 
source  performance  standards  (NSPS)  and  National  Emission  Standards 
for  Hazardous  Air  Pollutants  (NESHAP): 

•  purchase  of  new  or  replacement  monitors,  and 

•  improved  state  air  toxics  assessment  and  regulatory  activities. 

However,  the  current  level  of  funding  for  the  Section  105  program  has 
not  provided  Massachusetts  with  sufficient  resources  to  fulfill  new  program 
mandates.  Since  1981,  consistent  underfunding  of  Section  105  has  forced  DEQE 
to  reduce  its  federally-funded  Air  Quality  staff  from  74  to  50;  at  the  same 
time,  the  Division  has  dramatically  expanded  its  services,  including 
development  of  the  air  toxics  program,  implementation  of  auto  emission 
inspection  and  monitoring,  and  initiatives  towards  solving  the  acid  rain 
problem  on  both  a  state  and  national  level. 

In  FY '89,  the  President's  budget  would  essentially  level- fund  grants  for 
air  quality.  As  in  FY'88,  the  impact  on  the  state  will  be  negative;  a  broader 
federal  mandate  matched  with  decreased  federal  funds  places  an  increasing 
burden  on  the  Commonwealth  to  support  essential  environmental  services. 
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SAFE  DRINKING  WATER  ACT 


(EPA) 


Program  Description 

In  1974,  the  federal  government  established  national  drinking  water 
quality  standards  by  enacting  the  Safe  Drinking  Water  Act.  This  act  allowed 
individual  States  to  achieve  primary  enforcement  responsibility  if  the  State 
adopted  regulations  that  were  at  least  equal  to  the  Federal  regulations.  It 
is  the  responsibility  of  each  state  to  ensure  the  protection  and  quality  of 
its  drinking  water  supplies.  This  is  accomplished  through  monitoring,  plan 
approval  and  enforcement  action. 

The  Program  in  Massachusetts 

Massachusetts  was  awarded  primacy  on  December  1,  1977  for  ensuring  the 
protection  of  drinking  water  supplies  in  the  Commonwealth.  This 
responsibility  is  administered  through  the  Department  of  Environmental  Quality 
Engineering  ( DEQE ) . 

In  the  past,  the  Safe  Drinking  Water  Act  (SDWA)  grants  to  Massachusetts 
have  been  based  on  the  number  of  public  water  systems.  This  system  inventory 
has  increased  from  500  in  FY' 81  to  approximately  3,000  public  drinking  water 
supplies  in  Massachusetts. 

FY'89  Budget  Proposal 


FY  '81 


FY'87 


FY  '88 


Proposed 
FY  '89 


National 
%  Change 


29.5  M 


33.4  M 
13% 


33.45  M 
-0- 


33.45  M 
-  0  - 


State  Share 
%  Change 


.542  M 


.377  M 
-30% 


.400  M 
6% 


,414  M  (est.) 
4% 


In  addition  to  the  yearly  increase  in  system  inventory,  the 
Commonwealth's  responsibilities  have  increased  substantially  under  the  SDWA 
amendments  of  1986.  The  amendments  set  a  1989  deadline  for  EPA  to  regulate  83 
specific  contaminants.  (In  1989,  EPA's  drinking  water  program  will  promulgate 
standards  for  34  toxic  chemicals  and  radionuclides,  including  radon,  the  last 
of  the  83  contaminants  specified  in  the  amendments.) 

In  turn,  the  states,  and  ultimately  the  systems  themselves,  will 
implement  new  compliance  responsibilities,  including  installation  of 
filtration  and  pretreatment  technology  and  more  rigorous  monitoring  for 
microbiological  contaminants.  EPA  will  also  encourage  states  to  implement  and 
enforce  other  SDWA  activities  such  as  the  Wellhead  Protection  Program. 
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DEQE  has  initiated  a  standard- setting  process  to  adopt  new  regulations 
at  the  State  level,  and  has  expanded  its  monitoring  activities  to  measure 
concentrations  of  newly-regulated  contaminants  in  drinking  water  supplies. 
The  agency  expects  that  monitoring  results  will  show  a  need  for  water 
treatment  facilities  to  be  installed  or  upgraded  at  the  majority  of  surface 
water  supplies  in  the  Commonwealth  and  for  several  groundwater  supplies  at  a 
cost  of  $600  million  to  $1  billion. 

The  President's  proposal  does  not  increase  funding  for  water  supply 
protection  in  spite  of  the  requirement  for  expanded  monitoring  activities  or 
upgrading  or  installation  of  water  treatment  facilities.  -Thus,  the  State  will 
continue  to  bear  an  increasing  burden  of  financing  programs  that  are  federally 
mandated. 
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HAZARDOUS  WASTE  -  SOPERFUND  (EPA) 

Program  Description 

The  Hazardous  Waste  Superfund  was  created  by  the  Comprehensive 
Environmental  Response,  Compensation  and  Liability  Act  (CERCLA)  of  1980  to 
address  the  threats  to  public  health  and  the  environment  from  uncontrolled 
waste  sites  and  spills.  The  fund  is  financed  by  special  taxes  on  industries 
and  general  revenues. 

In  order  to  receive  funds,  states  must  submit  sites  to  be  placed  on  the 
national  list  of  eligible  projects.  Funds  are  awarded  to  states  via 
cooperative  agreements  to  conduct  planning  and  development  of  long  term 
clean-up  solutions  and  implementation  of  the  plans  (Multi-Site  Cooperative 
Agreements) . 

The  Program  in  Massachusetts 

Currently,  a  total  of  21  hazardous  waste  sites  in  Massachusetts  have 
been  placed  on  the  National  Priority  List  (an  EPA  ranking  of  the  nation's 
worst  hazardous  waste  sites).  As  of  September  30,  1987,  EPA  has  obligated  $75 
million  in  CERCLA  funds  for  the  assessment  and  clean-up  of  these  sites.  This 
amount  includes  $67  million  for  EPA-directed  remedial  actions  and  $8  million 
for  removals  at  NPL  sites.  Remedial  activity  in  FY'87  alone  totalled  $36.4 
million  following  the  enactment  of  the  Superfund  amendments  in  1986  and  the 
active  resumption  of  the  program.  In  addition,  approximately  $2  million  has 
been  given  to  the  State  through  Multi-Site  Cooperative  Agreements  for  (1) 
management  assistance  at  Federal-lead  CERCLA  sites  and  (2)  preliminary 
assessments  and  site  inspections  of  non-NPL  sites.  The  clean-up  process  is 
lengthy  and  complicated,  requiring  at  least  three  to  four  years  before 
completion.  Currently,  12  Massachusetts  sites  are  under  investigation,  7  are 
in  the  design  stage,  and  2  are  undergoing  a  responsible  party  search.  Several 
new  sites  are  expected  to  be  added  to  the  list. 

The  Commonwealth  has  also  established  its  own  state  Superfund  to  be  used 
for  emergency  response  to  spills  or  incidents  involving  hazardous  materials; 
for  the  state's  match  for  CERCLA  remedial  action;  and  state- funded  site 
assessment  and  remedial  action.  Legislation  was  passed  this  year  to  refund 
the  state  Superfund  program. 

The  following  Massachusetts  hazardous  waste  sites  have  been  placed  on 
EPA's  National  Priority  List: 

BAIRD  &  MCGUIRE  INC.  -  Holbrook 

CANNON  ENGINEERING  CORP.  -  Bridgewater 

CHARLES  GEORGE  RECLAMATION  LANDFILL  -  Tyngsborough 

F.T.  ROSE  SITE  -  Lanesborough 

GRANT  GEAR  -  Norwood 

GROVELAND  WELLS  1  &  2  -  Groveland 

HAVERHILL  MUNICIPAL  LANDFILL  -  Haverhill 

HOCOMONCO  POND  -  Westborough 

INDUSTRI-PLEX  128  -  Woburn 

IRON  HORSE  PARK/B  &  M  RAILROAD  -  Billerica 

NEW  BEDFORD  HARBOR  -  New  Bedford 

NYANZA  CHEMICAL  -  Ashland 
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PLYMOUTH  HARBOR/CANNON  ENGNR  -  Plymouth 

PSC  RESOURCES  INC  -  Palmer 

RE-SOLVE  INC.  -  Dartmouth 

SALEM  ACRES  -  Salem 

SHPACK  LANDFILL  -  Attleboro 

SILRESIM  CHEMICAL  CORP.  -  Lowell 

SULLIVAN'S  LEDGE  -  New  Bedford 

WOBURN  WELLS  G  &  H  -  Woburn 

W.R.  GRACE  &  CO.  -  Acton 


FY '89  Budget  Proposal 

Estimated   Proposed 
FY  '81    FY'87     FY  '88     FY  '89 

National        250  M    1.4  B    1.128  B*    1.6  B 
%  Change       460%      -19%      42% 

State  Share 

for  NPL  sites    .3  M     36.4  M**    NA       NA 

*   An  additional  $372  million  of  previously  appropriated  funds  was  carried 
over  in  FY '88. 

**  Reflects  total  spending  for  remedial  actions  only.  The  state  received 
an  additional  $1  million  through  multi-site  cooperative  agreements.  EPA 
has  also  committed  a  limited  amount  of  funds  for  removal  actions. 


The  new  and  expanded  authorities  provided  by  the  Superfund  Amendments 
and  Reauthorization  Act  of  1986  (SARA)  reinforce  all  major  programmatic  areas 
—  emergency  removals,  remedial  responses,  enforcement,  and  research  — •  and 
should  result  in  more  extensive  and  permanent  cleanups.  The  new  statute 
expands  state  and  public  participation  in  the  clean-up  process  and  ensures 
that  response  actions  at  federal  facilities  are  addressed  in  a  timely 
fashion.  It  sets  up  a  new  community  planning  and  right-to-know  program  as 
well  as  a  new  Leaking  Underground  Storage  Tank  Trust  Fund  to  address  serious 
environmental  problems  caused  by  leaking  petroleum  tanks. 

Superfund  is  financed  primarily  by  special  taxes  on  industry  and  general 
revenues,  while  the  Underground  Storage  Tank  Trust  Fund  receives  its  revenues 
from  a  gasoline  tax.  There  are  no  federal  funds  available  for  implementing 
the  community  right-to-know  and  emergency  planning  programs  mandated  by  Title 
III  of  SARA.  It  is  estimated  that  approximately  30  staff  positions  are  needed 
for  these  programs. 

The  President's  FY '89  budget  request  also  provides  $50  million  for  the 
Leaking  Underground  Storage  Tank  (LUST)  program,  an  increase  of  $10.6  million 
over  1988  levels.  Highlights  of  the  1989  LUST  program  include  the  development 
of  strong  state  programs  (where  states  will  receive  $40.5  million  for 
cooperative  agreements,  an  increase  of  $10.1  million  over  1988  levels); 
cooperation  with  the  states  to  strenghten  enforcement  activities  in  order  to 
compel  responsible  party  cleanup;  and  the  provision  of  technical  assistance 
and  oversight. 
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In  summary,  although  the  President's  budget  would  increase  spending  for 
abandoned  hazardous  waste  sites  and  leaking  underground  storage  tank  cleanups, 
spending  is  kept  well  below  the  accumulation  rate  of  the  trust  funds  and 
congressional ly  authorized  funding  levels.  In  terms  of  outlays,  the  proposal 
requests  $1.2  billion.  While  the  proposed  outlays  are  $423  million  above 
fiscal  1988  levels,  they  are  only  $90  million  above  the  outlays  expected  if 
current  services  were  continued.  The  large  jump  in  outlays  is  a  delayed 
response  to  increases  in  obligations  for  cleanups  following  the  1986 
reauthorization  of  Superfund. 
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HAZARDOUS  WASTE-MANAGEMENT  GRANTS  (EPA) 

Program  Description 

The  EPA's  hazardous  waste  program  is  designed  to  prevent  the  generation 
of  new  Superfund  sites  through  the  management  of  hazardous  wastes  from 
generation  to  disposal.  The  program  is  authorized  by  the  Resource 
Conservation  and  Recovery  Act  of  1980  (RCRA).  The  1984  reauthorization  of  the 
program  resulted  in  a  significantly  more  stringent  approach  to  the  handling  of 
hazardous  waste. 

The  Program  in  Massachusetts 

The  Commonwealth's  Division  of  Hazardous  Waste  reviews  proposed  sites 
for  hazardous  waste  facilities,  issues  permits  and  licenses,  and  develops 
regulations  governing  the  process.  Federal  funding  for  these  activities 
increased  from  $542,000  in  FY '81  to  approximately  $1.6  million  in  FY' 88. 

The  Massachusetts  Hazardous  Waste  Program  is  currently  responsible  for 
licensing  some  126  transporters  and  more  than  25  facilities  which  treat,  store 
and/or  dispose  of  hazardous  waste.  In  addition,  the  Division  conducts  an 
inspection  and  compliance  program  for  over  10,400  known  generators  of 
hazardous  waste. 

FY1 89  Budget  Proposal 

The  EPA  budget  proposes  a  marginal  increase  in  funding  for  this  program 
in  FY'89. 


FY  *81 

FY'87 

FY  "88 

Proposed 
FY  '89 

National 
%  Change 

48.0  M 

71  M 
48% 

71.4  M 
1% 

75  M 
5% 

State  Share 
%  Change 

542,000 

1.63  M 
200% 

1.575  M(est 
3% 

..)   1.5  M  (est.) 
-0- 

The  amounts  cited  above  include  federal  funding  to  support  the  state's 
hazardous  waste  regulatory  program  as  well  as  underground  storage  tank 
regulation.  The  increase  in  funding  from  FY '81  to  FY '88  was  offset  by  the 
reduced  buying  power  of  federal  dollars  and  an  increase  in  regulatory 
responsibilities  under  the  1984  reauthorization  of  RCRA.  The  marginal 
increase  in  proposed  FY'89  funding  nationally  will  support  state 
implementation  of  continuing  responsibilities  under  the  1984  amendments,  such 
as  corrective  action,  banning  waste  from  land  disposal,  development  of 
alternative  treatment  standards,  regulating  underground  storage  tanks,  and 
additional  enforcement  activities. 
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COASTAL  ZONE  MANAGEMENT  ACT  (CZMA)  (COMMERCE) 

Program  Description 

In  1972  the  Congress  passed  the  CZMA  which  was  intended  to  create  a 
relationship  between  the  coastal  states  and  territories  of  the  United  States 
and  the  federal  government  for  the  joint  planning  and  management  of  the 
coastal  areas  of  the  nation.  The  act  and  its  funding  sections  allowed  the 
states  and  territories  to  develop  management  plans  which,  when  agreed  to  by 
the  federal  government,  gave  the  states  and  territories  the  right  to  review 
federal  actions  in  the  coastal  zone  for  "consistency"  with  the  approved 
plans.  Section  306  of  the  CZMA  also  provided  financial  assistance  to  the 
approved  program  states  and  territories  for  implementation  of  the  plans. 

The  Program  in  Massachusetts 

In  1978  the  Commonwealth  of  Massachusetts  and  the  U.S.  Department  of 
Commerce  agreed  on  a  program  plan  which  became  eligible  for  federal 
implementation  funding.  Since  1978  the  Massachusetts  Coastal  Zone  Management 
(MCZM)  Program  has  been  implemented  with  a  combination  of  state  and  federal 
financial  assistancec  The  federal  share  has  fluctuated  between  a  high  of  $1.7 
million  in  1981  and  a  low  of  $643,000  in  1982.  In  1983  the  Massachusetts 
legislature  amended  M.G.L.  Ch.  21A  and  statutorily  created  the  MCZM  Program  as 
a  function  of  the  Secretary  of  the  Executive  Office  of  Environmental  Affairs 
(EOEA).  The  U.S.  Department  of  Commerce  budget  for  FY' 88  has  $33.4  million  in 
it  for  state  CZM  assistance. 

FY '89  Budget  Proposal 

FY  '81 

National       51.0  M 
%  Change       

State  Share     1.7 
%  Change       — 

*The  President  may  issue  a  reprogramming  request  for  all  FY' 88  funds. 

The  Coastal  Zone  Management  Act  was  reauthorized  from  FY' 86  to  FY' 90  as 
part  of  the  Omnibus  Budget  Reconciliation  bill  that  the  President  signed  into 
law  in  1986.  Despite  the  reauthorization  of  the  CZMA,  the  Administration  is 
once  again  seeking  to  eliminate  the  Coastal  Zone  Management  program.  However, 
the  Congress  has  steadfastly  rejected  the  Administration's  repeated  attempts 
to  delete  coastal  zone  management  funds. 

Based  on  the  formula  allocation,  the  Massachusetts  share  in  FY* 88  is  7% 
less  than  in  FY' 87.  The  new  law  also  requires  coastal  states  to  assume  a 
progressively  greater  share  of  the  program  costs  over  the  reauthorization 
period  by  increasing  the  state  match  by  5%  every  year.  In  FY' 89,  the  state 
match  requirement  will  increase  to  40%. 


FY'87 

FY  '88 

Proposed 
FY  '89 

35.7  M 
-30% 

33.4  M* 
-6% 

-  0  - 

-100% 

1.27  M 
-25% 

1.179  M 
-7% 

-  0  - 

-100% 
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WATER  RESOURCES  (ARMY  CORPS   OF  ENGINEERS) 

Program  Description 

Historically,  the  federal  government,  primarily  thorugh  the  U.S  Army 
Corps  of  Engineers,  has  paid  most,  if  not  all,  of  the  construction  and 
maintenance  costs  for  navigation,  flood  control,  water  supply,  hydroelectric 
and  other  water  resource  projects  that  have  national  significance.  However, 
the  Corps'  water  resources  development  program  has  declined  steadily  in  recent 
years  with  construction  spending  dropping  78%  in  the  past  twenty  years  due  to 
a  lack  of  consensus  on  project  financing.  After  several  years  of  debate 
centering  on  the  issue  of  reduced  federal  spending,  levels  of  cost-sharing  by 
non-federal  parties  and  the  imposition  of  user  fees  for  Corps'  projects, 
Congress  reached  an  agreement  that  culminated  in  the  enactment  of  the  Water 
Resources  Development  Act  of  1986. 

This  new  legislation  provided  $16.3  billion  in  new  spending  authority 
for  hundreds  of  projects  nationwide,  including  50  navigation  projects,  115 
flood  control  projects,  24  shoreline  protection  projects,  61  conservation  and 
development  projects,  38  planning  studies,  63  project  modifications  and  26 
miscellaneous  projects.  Importantly,  for  the  first  time  since  1976,  70  new 
projects,  some  for  which  funds  have  already  been  appropriated,  are  now 
authorized  to  proceed.  Additionally,  the  law  requires  an  increased  role  in 
project  funding  by  state  and  local  interests,  and  establishes  port  user  fees 
(0.04%  of  the  value  of  commerical  cargoes  shipped  through  U.S.  ports)  to 
finance  the  maintenance  of .  the  country's  major  harbors.  The  new  ad  valorem 
fee  is  expected  to  annually  recover  up  to  40  percent  of  the  expenses  of  the 
Corps  for  harbor  operation  and  maintenance  that  were  previously  financed 
entirely  by  general  revenues. 

The  Program  in  Massachusetts 

The  Corps  spends  approximately  $3-4  million  on  small  navigation  and 
flood  control  projects  in  Massachusetts  through  its  continuing  authorities. 
This  year,  an  additional  $18  million  will  be  allocated  for  studies, 
construction,  and  maintenance  of  previously  authorized  projects,  including 
$9.7  million  for  the  maintenance  of  the  Cape  Cod  Canal  ($5.97  million)  and 
major  dams;  $1.85  million  for  the  second  year  of  construction  of  shoreline 
protection  at  Revere  Beach;  and  $1  million  for  studies.  An  additional  $5.5 
million  will  be  spent  to  continue  construction  of  a  $27.4  million  flood 
control  project  on  Town  Brook  in  Quincy,  a  three  year  project  which  was 
authorized  through  the  new  law. 

FY '89  Budget  Proposal 

Now  that  the  Water  Resources  Development  Act  is  law,  the  Administration 
is  seeking  appropriations  from  Congress  and  commitments  of  cost-sharing  from 
state  and  local  governments,  and  will  institute  user  fees  to  finance  the  newly 
authorized  projects.  Budget  estimates  are  based  on  these  new  cost-sharing 
policies. 

The  President  requests  an  increase  in  budget  authority  for  the  Corps' 
civil  works  program,  from  $3.47  billion  in  FY' 88  to  $3.54  billion  in  FY '89. 
The  budget  reflects  the  higher  level  of  activity  begun  in  FY '87  authorized  by 
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the  new  legislation.  Most  of  the  proposed  funding  for  water  resource 
development  covers  ongoing  construction  of  projects  started  in  previous  years, 
and  operation  and  maintenance  of  completed  projects.  The  Administration 
proposes  six  new  construction  starts. 

In  Massachusetts,  the  Corps  will  continue  construction  of  the  Town 
Brook,  Quincy  and  Revere  Beach  projects  and  will  be  looking  for  funding  for  a 
flood  control  project  in  the  Roughans  Point  section  of  Revere  ($9.2  million); 
planning,  engineering  and  design  for  flood  control  improvements  in  Brockton 
($1.5  million);  planning,  engineering  and  design  for  dredging  the  Neponset 
River  ($450,000);  and  studies,  planning,  engineering  and  design  of  navigation 
improvements  on  the  Merrimack  River  from  Lowell  to  the  mouth  of  the  river 
($800,000). 
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WATER  RESOURCES  MANAGEMENT  AND  IMPROVEMENT  (USDA) 

The  Soil  Conservation  Service  works  with  state  and  regional/local  agencies 
and  organizations  to  address  problems  such  as  flood  control,  soil  erosion, 
sediment  control,  agricultural  waste  management,  recreation,  and  fish  and 
wildlife  development.  The  goal  is  to  develop  and  implement  plans  that  will 
provide  for  the  wise  community  use  of  our  natural  resources. 

The  Program  in  Massachusetts 

Programs  are  conducted  in  cooperation  with  the  Division  of  Water 
Resources,  and  fall  into  three  general  areas.  Watershed  protection  and  flood 
prevention  programs  (under  the  auspices  of  the  Watershed  Protection  and  Flood 
Prevention  Act,  PL  83-566),  are  initiated  by  local  requests  for  assistance  in 
solving  land  and  water  resource  problems  in  small  watersheds.  Cooperative 
river  basin  studies  are  designed  to  assist  state  and  local  governments  in 
appraising  water  and  related  land  resources  and  formulating  plans  for 
conservation,  use  and  development.  And  resource  conservation  and  development 
programs  are  locally  initiated,  sponsored,  and  directed  programs  carried  out 
in  areas  where  there  is  a  need  to  accelerate  the  conservation  and  development 
of  natural  resources,  improve  the  level  of  economic  activity,  and  enhance  the 
environment  and  standard  of  living. 

Technical  and  financial  assistance  is  provided  by  the  federal  government 
to  state  and  local  agencies,  with  each  jurisdiction  (federal,  state,  and 
local)  picking  up  a  share  of  the  tab.  Usually,  the  federal  government  carries 
the  heaviest  financial  burden  —  under  watershed  programs,  for  instance,  towns 
or  the  state  typically  purchase  land  while  the  federal  government  finances 
construction  of  dams.  Repairs  and  upkeep  are  also  eligible  for  federal 
assistance.  Funding  is  made  available  on  a  project-by-project  basis,  and 
tends  to  run  "feast  or  famine"  for  the  Commonwealth. 


FY '89  Budget  Proposal 


Proposed 
FY'87         FY'88         FY*89 


National                198  M        187  M        116  M 
%  change  -  6%         -  38% 

State  Share              987,500       490,000       NA 
%  change  -  50.3% 

The  administration  proposes  major  reforms  for  the  SCS  small  watershed 
program,  which  provides  flood  control  facilities  in  rural  areas.  The  proposed 
reforms  are  designed  to  eliminate  overlap,  duplication,  and  bureaucratic 
snarls,  and  to  increase  productivity  and  bring  SCS  flood  control  cost-sharing 
in  line  with  Water  Resources  Development  Act  provisions  for  the  Army  Corps  of 
Engineers. 
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US  GEOLOGICAL  SURVEY  WATER  RESOURCES  GRANTS  (DOT) 

The  Water  Resources  Division  of  the  U.S.  Geological  Survey  is  responsible 
for  appraising  and  describing  the  quantity  and  quality  of  the  nation's  water 
resources,  and  for  scientific  investigation  of  water  problems.  The  Division's 
cooperative  federal-state  program  provides  federal  funds  on  a  competitive 
basis  for  projects  developed  with  state  governments.  The  projects  represent 
shared  interests,  and  are  funded  jointly  by  both  governments.  Although  other 
federal  agencies  (Army  corps  of  Engineers,  EPA)  may  sometimes  work  in 
conjunction  with  USGS/State  projects,  state  governments  are  only  required  to 
provide  matching  funds  for  USGS  money. 

The  Program  in  Massachusetts 

In  the  Commonwealth,  USGS  works  closely  with  the  Metropolitan  District 
Commission,  the  Department  of  Environmental  Quality  Engineering,  and  the 
Department  of  Environmental  Management  to  develop  and  administer  projects.  In 
addition,  the  Army  Corps  of  Engineers  and  the  EPA  are  involved  with  certain 
projects,  and  there  is  a  free  flow  of  information  among  these  various  agencies. 

The  Commonwealth's  matching  funds  take  two  forms.  Cash  matches  over  the 
course  of  the  last  two  years  have  come  to  $810,240  in  1987,  and  $834,440  in 
1988.  The  State  also  provides  compensation  in  the  form  of  "evaluated 
services"  —  work  or  other  in-kind  contributions  that  are  not  direct  cash 
disbursements.  This  compensation  came  to  $27,850  in  1987,  and  approximately 
$47,850  in  1988. 


FY' 89  Budget  Proposal 


Proposed 
FY'87         FY'88         FY'89 


National  55.2  M  59.6  M  55.9  M 

%  Change  —  +8%  -  6% 

State  Share  810,240  862,290  NA 

%  Change  — -  +  6% 
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EXECUTIVE  OFFICE  OF 
TRANSPORTATION 


FEDERAL-AID  HIGHWAY  PROGRAM  (DOT) 

Program  Description 

The  Federal  Highway  Administration  (FHWA)  provides  financial  assistance 
to  the  states  for  the  construction  and  improvement  of  roads,  bridges  and 
highways.  All  programs  included  within  the  Federal-aid  account  are  financed 
from  the  Highway  Trust  Fund.  This  fund  was  established  by  Congress  in  1956 
and  is  supported  by  revenues  from  the  nine  cent  federal  gasoline  tax. 
Authorizing  committees  in  Congress  set  an  obligational  ceiling  on  the  amount 
of  money  which  can  be  authorized  from  the  Trust  Fund  in  any  given  year.  For 
example,  the  1987  Surface  Transportation  and  Uniform  Relocation  Assistance  Act 
established  a  yearly  obligation  limitation  on  the  Fund  of  $12.35  billion  for 
FY* 87  to  FY' 91.  The  Deficit  Reduction  Act  further  reduced  this  limitation  to 
$11.78  billion.  This  reduction  will  not  have  any  impact  on  Massachusetts. 
Federal  aid  funds,  other  than  those  for  use  on  Interstate  highways,  are 
apportioned  to  the  states  on  the  first  day  of  the  fiscal  year  for  which  they 
are  authorized. 

Funds  for  Interstate  construction  are  apportioned  to  states  one  year  in 
advance  of  the  beginning  of  the  fiscal  year  for  which  they  are  authorized,  and 
are  available  for  expenditure  for  two  years.  Unlike  other  federal  aid 
programs,  Interstate  construction  funds  are  allocated  by  a  mechanism  called 
the  Interstate  Cost  Estimate  (ICE).  Every  two  years  individual  states  submit 
to  the  Department  of  Transportation  (DOT)  an  estimate  of  the  cost  of 
completing  the  Interstate  system  in  their  state.  DOT  usually  submits  these 
estimates  to  Congress  in  early  spring  for  funding  to  be  apportioned  the 
following  fiscal  year.  Interstate  construction  monies  cannot  be  released  to 
states  until  Congress  approves  an  ICE  containing  apportionments  for  interstate 
projects  in  all  fifty  states. 

The  Program  in  Massachusetts 

In  Massachusetts,  FHWA  programs  fund  the  design  and  construction  of 
Interstate  projects  such  as  the  depression  of  the  Central  Artery  and  the 
construction  of  a  Third  Harbor  Tunnel,  and  the  resurfacing,  restoration, 
rehabilitation  and  reconstruction  of  existing  Interstates,  such  as  the 
Southeast  Expressway,  and  1-91  in  the  Whately,  Deerfield  and  Greenfield  area. 
Financial  support  is  also  provided  for  highways  connecting  urban  areas 
(Primary),  highways  connecting  rural  areas  (Secondary)  and  roads  in  urban 
development  areas  (Urban  Systems).  In  FY' 87,  these  funds  were  used  for  a 
variety  of  projects  including  the  reconstruction  of  the  so-called  "North 
Blocks"  area  in  Springfield,  the  reconstruction  of  Routes  5  &  10  in 
Northampton,  the  reconstruction  of  Routes  14  &  27  in  Brockton  and  the 
reconstruction  of  Route  30  in  Framingham.  Finally,  the  discretionary  bridge 
program  provides  funds  for  the  replacement  of  bridges  in  critical  need  of 
repair.  In  FY' 87,  these  federal  monies  were  used  to  replace  hundreds  of 
bridges  throughout  the  Commonwealth. 
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On  April  2,  1987  Congress  completed  action  on  the  highway/transit  bill 
with  the  Senate  voting  to  join  the  House  in  overriding  the  President's  veto  of 
the  legislation.  The  $87.5  billion  bill  includes  five-year  authorizations  for 
highways,  highway  safety,  and  mass  transit  programs  as  well  as  a  five-year 
authorization  of  the  Highway  Trust  Fund  and  the  existing  fee  structure.  The 
legislation  also  includes  a  provision  that  makes  the  Central  Artery/Third 
Harbor  Tunnel  project  eligible  for  federal  Interstate  funding. 


Interstate 

Interstate  4R 

Primary 

Rural  Secondary 

Urban  System 

Metropolitan  Planning 

Bridge  Replacement  & 
Rehabilitation 

Rail-Highway  Crossing 

Hazard  Elimination 

Interstate  Transfer  (Boston) 

Highway,  Planning,  & 
Research 


FY' 87  Apportionments 
Net  Apportionments 

$  136,907,131 

35,951,056 

43,908,226 

5,903,384 
20,084,860 

1,404,376 

43,552,609 
1,978,437 
3,390,583 
8,370,621 

4,360,006 


FY' 88  Apportionments* 
Net  Apportionments 

$  361,816,362 

31,738,280 

40,176,026 

5,401,595 
18,377,645 

1,305,305 

38,507,104 

908,395 

3,101,245 

7,669,070 

7,553,559 


*After  Gramm-Rudman  reductions 

FY '89  Budget  Proposal 

The  Administration  proposes  to  lower  annual  obligations  for  the 
federal-aid  highway  program  from  the  estimated  $13  billion  in  FY' 88  to  $12.3 
billion  in  FY '89.**  This  reduction  would  limit  obligations  from  the  highway 
account  of  the  Highway  Trust  Fund  to  anticipated  user  fee  receipts  during  the 
1987-1991  authorization  period.  The  proposed  annual  obligation  level  of  $12.3 
does  not  include  any  interest  accruing  to  the  Highway  Trust  Fund,  or  any 
increase  in  revenues  which  might  result  from  increased  consumption  of  motor 
fuels. 
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The  Administration  also  plans  to  require  states  to  provide  at  least  20% 
of  the  project  costs  for  all  demonstration  and  special  interest  projects  that 
are  currently  100%  federally  funded. 


FY'87 

FY '88  (est.) 

Proposed 
FY '89 

Interstate  Construction 
National 
State  Share 

2.9  B 
137  M 

2.8  B 
362  M 

2.7  B 
NA 

Interstate  4R 
National 
State  Share 

3.07  B 
36  M 

2.7  B 
31.7  M 

2.5  B 
29  M* 

Primary 

National 
State  Share 

2.27  B 
43.9  M 

2.0  B 
40.2  M 

1.9  B 
37  M* 

Secondary 

National 
State  Share 

460  M 
5.9  M 

450  M 
5.4  M 

400  M 
5  M* 

Urban  Systems 
National 
State  Share 

721.8  M 
20  M 

600  M 
18.4  M 

500  M 
14.6  M* 

Bridge  Program 
National 
State  Share 

1.6  B 
43.5  M 

1.55  B 
38.5  M 

1.52  B 
38  M* 

*    Projections  based  on  previous  apportionments. 

**  The  budget  calls  for  a  highway  obligation  ceiling  of  $11,398  billion  for 
FY '89.  However,  the  FHWA  proposal  would  include  all  federal-aid 
programs  under  the  obligation  limitation,  with  the  exception  of 
Emergency  Relief  and  Minimum  Allocation.  The  DOT  budget  request 
estimates  that  these  two  categories  added  to  the  obligation  ceiling 
would  bring  total  federal-aid  obligations  to  $12,331  billion. 

The  FY '88  obligation  ceiling  was  set  at  $11,780  billion,  but  some  $1,246 
billion  in  demonstration  programs,  Emergency  Relief,  Minimum  Allocation 
funds  and  other  programs  are  outside  the  obligation  ceiling,  resulting 
in  an  anticipated  federal-aid  program  of  roughly  $13,026  billion  for  the 
current  year. 
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URBAN  MASS  TRANSPORTATION  ADMINISTRATION  (DOT) 

The  Urban  Mass  Transportation  Administration  is  the  federal  agency  which 
provides  financial  assistance  for  public  mass  transportation.  UMTA  funds 
various  programs  authorized  by  the  Urban  Mass  Transportation  Act  of  1974,  as 
amended,  49  U.S.C.  1601  et  seq. 

Program  Description 

Discretionary  Capital  Assistance  Program  (Section  3) 

Section  3  of  the  1964  UMTA  Act,  as  amended,  is  one  of  the  largest 
sources  of  federal  funding  for  rebuilding  the  structure  of  mass 
transportation.  Funds  under  the  program  are  distributed  by  UMTA  on  a 
discretionary  basis.  Each  fiscal  year,  Congress  appropriates  funds  for  the 
program  within  an  overall  ceiling  established  by  the  1987  Surface 
Transportation  and  Uniform  Relocation  Assistance  Act.  The  Secretary  of 
Transportation  apportions  this  lump  sum  on  the  basis  of  program  applications. 

Section  3  funds  may  be  used  for  three  categories  of  capital 
expenditures:  (1)  the  purchase  of  buses,  equipment  and  the  construction  of 
bus-related  facilities;  (2)  the  rehabilitation  of  tracks,  trains,  and  stations 
on  older  rail  transit  systems;  and  (3)  the  construction  or  extension  of  new 
transit  systems.  Increasingly,  UMTA  evaluates  applications  for  new  starts 
according  to  the  degree  of  cost-effectiveness  of  the  proposed  system,  and  the 
degree  of  local  financial  commitment  to  operate  that  system  once  built.  Under 
all  three  categories  of  Section  3  funding,  preference  is  given  to 
extraordinary  capital  projects  (new  vehicles,  stations,  etc.)  as  opposed  to 
routine  replacements,  which  UMTA  believes  are  more  appropriately  funded  under 
Section  9.  Section  3  capital  grants  are  available  for  up  to  75%  of  the  net 
costs  of  a  capital  project. 

The  Section  3  program  is  financed  through  the  Mass  Transit  Account  of 
the  Highway  Trust  Fund.  The  Highway  Trust  Fund  is  supported  by  revenues  from 
the  nine  cent  gasoline  tax.  Under  the  Surface  Transportation  Assistance  Act 
of  1982  (STAA),  as  amended,  one  cent  of  the  gasoline  tax  (approximately  $1.1 
billion  annually)  is  earmarked  for  a  Mass  Transit  Account  to  finance  transit 
capital  projects. 

The  Program  in  Massachusetts 

Through  FY' 86,  a  significant  portion  of  capital  projects  undertaken  by 
the  Massachusetts  Bay  Transportation  Authority  (MBTA)  and  by  the 
Commonwealth's  14  Regional  Transit  Authorities  (RTA's)  were  financed  from 
Section  3  grants.  In  FY '86,  the  MBTA  received  $37.8  million  for  funding  of 
commuter  rail  vehicles,  track  improvements  on  the  Red  Line  and  continuation  of 
the  Authority's  power/electrification  program.  The  MBTA  submitted  a  tunnel 
rehabilitation/ventilation  grant  for  approximately  $13.1  million  which  UMTA 
approved  as  a  FY' 87  grant.  The  MBTA  also  has  four  pending  grant  applications 
totalling  approximately  $64.7  million  for  power/electrification;  tunnel 
rehabilitation/   ventilation   projects;   commuter   rail   bridges;   and 
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signals/communications.  In  FY' 88,  the  Authority  will  submit  a  grant 
application  for  Phase  I  of  the  Restoration  of  the  Old  Colony  Railroad  in 
addition  to  other  applications.  Section  3  is  the  only  feasible  source  of 
federal  funding  for  capital  projects  in  non-urbanized  areas,  since  Section  18 
is  used  fully  for  operating  service  in  rural  portions  of  Massachusetts.  For 
example,  in  FY'86  the  Greenfield-Montague  Transportation  Area  required  a 
Section  3  grant  in  order  to  undertake  essental  garage  and  bus  rehabilitation 
projects.  Construction  of  the  Montachusett  bus  maintenance  facility  and 
rehabilitation  of  the  Amherst  garage,  both  serving  largely  non-urbanized 
areas,  are  being  undertaken  with  Section  3  grants  made  in  FY' 87. 

FY '89  Budget  Proposal 

The  Administratin  has  again  proposed  the  elimination  of  this 
discretionary  program  in  FY' 89  to  be  replaced  with  a  separate  formula  transit 
grant  program  to  be  derived  from  the  Mass  Transit  Account  of  the  Highway  Trust 
Fund. 

Discretionary  Capital  Assistance  (Section  3) 


National 
%  Change 

State  Share 

*  See  Formula  Transit  Grants  Program  section. 
**  Awaiting  $64.7  million  in  pending  applications. 


Estimated 

FY  '86 

FY  '87 

FY  '88 

FY'89 

1.053  B 

1.097  B 

1.2  B 

_  o  -* 



4% 

9% 

-100% 

37.8  M 

13.1  M** 

NA 

-  0  - 
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CAPITAL  AND  OPERATING  FORMULA  BLOCK  GRANT  (DOT) 

(Section  9) 

Program  Description 

The  Section  9  program  combines  operating  and  capital  assistance  in  a 
block  grant  available  to  urbanized  areas.  Capital  funds  are  provided  for  the 
rehabilitation  of  tracks,  stations  and  terminals  and  the  replacement  of  buses, 
rolling  stock  and  related  equipment.  Operating  funds  may  be  used  to  subsidize 
van,  bus,  rapid  transit  and  commuter  rail  services.  Section  9  grants  may  be 
used  for  up  to  80%  of  the  net  costs  of  a  capital  project  and  50%  for  operating 
expenses. 

Section  9  is  financed  through  general  revenues.  Every  fiscal  year, 
Congress  appropriates  money  for  the  program  within  an  authorization  ceiling 
established  by  the  1982  Surface  Transportation  Assistance  Act,  as  amended. 
This  amount  is  then  apportioned  by  UMTA  through  separate  formulas  for  bus  and 
rail.  The  Surface  Transportation  and  Uniform  Relocation  Assistance  Act  of 
1987  also  provides  for  an  additional  formula-based  program,  Section  9B,  which 
is  to  be  funded  from  a  small  portion  of  the  gasoline  tax  earmarked  for  Section 
3  Discretionary  Funding.  Under  the  1982  Act,  Section  9  operating  grants  are 
apportioned  to  urbanized  areas  as  a  percentage  of  the  operating  funding  they 
received  from  UMTA  in  FY' 82.  Urbanized  areas  of  1,000,000  or  more  were 
receiving  80%  of  the  operating  funding  they  received  in  FY '82.  Urbanized 
areas  between  200,000  and  1,000,000  in  population  were  receiving  90%  and  areas 
of  less  than  200,000  were  receiving  95%.  Initial  information  available  from 
UMTA  indicates  that  for  FY' 88  the  overall  RTA  Section  9  program  was  reduced  by 
14.5%.  Within  this  reduced  amount,  operating  caps  will  be  reduced  by  11.7% 
for  urbanized  areas  between  200,000  and  1,000,000  in  population,  and  increased 
33%  for  areas  between  50,000  and  200,000  in  population.  The  operating  cap  for 
urbanized  areas  over  1,000,000  in  population,  i.e.,  for  the  MBTA  district,  was 
reduced  by  8.4%.  This  reduction  of  available  funding  three  months  into  the 
federal  fiscal  year  and  six  months  into  the  state  fiscal  year  make  maintaining 
essential  services  extremely  difficult  for  areas  limited  by  local  property  tax 
measures. 

The  Program  in  Massachusetts 

The  Section  9  Block  Grant  Program  is  the  principal  federal  source  of 
operating  assistance  for  Regional  Transit  Authorities  (RTA's),  including  the 
Massachusetts  Bay  Transportation  Authority.  In  FY' 87,  the  RTA's  undertook  a 
$17.5  million  Section  9  program,  including  $9.8  million  in  operating  and  $7.7 
million  in  capital  funding.  The  initial  FY '87  UMTA  apportionments  reduced 
this  program  by  more  than  $1.6  million  to  $15.9  million,  based  on  $9.5  million 
in  operating  and  $6.4  million  in  capital  assistance. 

Although  this  initial  reduction  represents  a  29%  overall  program 
decrease  for  the  15  RTA's  over  the  last  four  years,  all  the  initial  cuts  were 
made  in  capital  funding.  As  a  result,  capital  funding  was  actually  cut  by 
more  than  49%  over  this  period.  Despite  these  cuts,  the  Section  9  program  is 
still  a  key  component  to  RTA  operations *  In  FY* 87,  these  funds  have  been  used 
to  undertake  needed  bus  rehabilitation  and  replacement  programs  in  Lawrence 
(MVRTA),  Brockton  (BAT),  and  Pittsfield  (BRTA).  Garage  rehabilitation  in  New 
Bedford  (SRTA)  and  Worcester  (WRTA)  and  new  construction  in  Taunton  (GATRA) 
are  also  dependent  upon  the  Section  9  program. 
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The  Massachusetts  Bay  Transportation  Authority  received  $20.5  million  in 
Section  9  operating  subsidies  in  FY'86.  These  funds  were  used  to  provide  mass 
transit  service,  to  78  cities  and  towns  in  metropolitan  Boston,  as  well  as 
commuter  rail  service  to  communities,  through  contract  with  Amtrak.  In  FY'87, 
Section  9  capital  grant  funds  were  allocated  for  track  improvements  on  the  Red 
Line  from  Charles  to  Andrew  stations;  power  and  electrification  on  the  Green 
Line;  and  other  systemwide  improvements.  A  total  of  $35.5  million  was 
received  in  federal  funding  for  these  projects. 

FY' 89  Budget  Proposal 

The  Administration  is  requesting  no  appropriations  for  this  program  in 
FY' 89.  Rather,  it  is  proposed  that  formula  grants  be  funded  entirely  from  the 
Mass  Transit  Account  of  the  Highway  Trust  Fund.  Moreover,  the  Administration 
proposes  to  eliminate  operating  assistance  to  large  systems  and  medium-sized 
cities,  limiting  operating  assistance  to  only  small  urban  and  non-urban 
areas.  Under  this  proposal,  the  MBTA  would  lose  all  operating  assistance. 


Estimated 

Proposed 

FY  *86 

FY  '87 

FY  '88 

FY  '89 

National 

2.058  B 

2.0  B 

1.737  B 

-  0  - 

(Operating) 

(838  M) 

(838  M) 

(804.7  M) 

* 

State  Share 

84  M 

73  M 

67  M 

%  Change 

__— 

-13% 

-8% 

* 

State  Breakdown  of  Section 

9  Grants 

RTA 

Estimated 

Proposed 

FY  '86 

FY  '87 

FY  '88 

FY  '89 

MBTA: 

Total 

63.4  M 

55.5  M 

51.1  M 

Operating 

20.4  M 

20.5  M 

18.8  M 

* 

Capital 

43.0  M 

35.5  M 

32.3  M 

RTA: 

Total 

340,272 

328,859 

294,591 

Operating 

261,009 

261,009 

283,543 

* 

Capital 

79,263 

67,850 

11,048 

BAT: 

Total 

1,514,274 

1,463,485 

1,310,987 

Operating 

1,190,253 

1,190,253 

1,261,819 

* 

Capital 

324,021 

237,232 

49,168 
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• 

FY  '86 

FY  '87 

Estimated 
FY  '88 

Proposed 
FY  '89 

CATA: 

(Part  of  MBTA  Apportionment) 

Total 

Operating 

Capital 

75,000 
45,000 
30,000 

75,000 
45,000 
30,000 

75,000 
45,000 
30,000 

* 

GATRA: 

Total 

Operating 

Capital 

3,469,853 

725,714 

2,744,139 

3,276,025 

802,067 

2,473,958 

3,006,003 

707,071 

2,298,932 

* 

LRTA: 

Total 

Operating 

Capital 

1,294,123 

1,227,765 

66,358 

1,250,718 

1,227,765 

22,953 

1,120,391 

1,078,371 

42,020 

* 

MVRTA: 

Total 

Operating 

Capital 

2,410,668 

907,581 

1,503,087 

2,296,866 

907,581 

1,389,285 

2,095,804 

821,642 

1,274,222 

* 

MRTA: 

Total 

Operating 

Capital 

444,924 
326,996 
117,928 

430,001 
326,996 
103,005 

385,194 

370,748 

14,446 

* 

PVTA: 

Total 

Operating 

Capital 

3,629,014 
2,086,058 
1,533,956 

3,717,775 
2,086,058 
1,631,717 

3,351,476 
1,838,893 
1,512,583 

* 

SETA: 

Total 

Operating 

Capital 

2,208,683 

1,631,360 

877,323 

2,424,541 

1,631,360 

793,181 

2,171,899 

1,901,653 

270,246 

* 

WRTA: 

Total 

Operating 

Capital 

2,396,960 
1,348,079 
1,048,881 

2,224,819 

1,348,079 

886,740 

2,054,993 

1,188,681 

866,312 

* 

*  See  Formula  Transit  Grants  Program  section. 
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RURAL  TRANSIT  ASSISTANCE  PROGRAM  (SECTION  18)  (DOT) 

Program  Description 

Federal  operating  subsidies  for  rural  transportation  became  available  in 
1978  when  Congress  enacted  the  Surface  Transportation  Assistance  Act  (STAA). 
The  1978  STAA  expanded  the  1964  UMTA  Act  by  establishing  a  federal  program  of 
matching  grants  to  help  improve  rural  mass  transit.  Authorizing  committees  in 
Congress  set  a  ceiling  on  the  amount  of  funding  available  through  the  Section 
18  Account.  Every  fiscal  year  the  Appropriations  Committees  appropriate  money 
for  the  program  up  to  the  ceiling  established  by  the  authorizing  committees. 
UMTA  then  apportions  this  money  to  the  individual  states  based  on  a  formula: 
the  ratio  of  the  rural  population  of  each  state  to  that  of  the  nation,  as 
shown  by  the  latest  U.S.  Census. 

The  Program  in  Massachusetts 

Section  18  funds  may  be  used  for  administrative,  capital,  planning,  or 
operating  expenses.  In  Massachusetts,  due  to  substantially  greater  demand  for 
funding  than  the  annual  appropriation,  funds  are  directed  into  operating 
programs,  and  Massachusetts  is  generally  unable  to  fund  needed  capital  or 
planning  projects  from  this  program.  In  Massachusetts,  11  Regional  Transit 
Authorities  are  receiving  Section  18  grants  in  FY' 8 7  and  FY' 88.  These  funds 
are  used  to  provide  regional  bus  and  van  service  in  Berkshire,  Franklin, 
Hampshire,  Hampden,  Plymouth,  and  Worcester  Counties,  and  on  Cape  Cod  and 
Martha's  Vineyard.  For  example,  Section  18  funds  50%  of  rural  bus  operations 
of  13  communities  in  Berkshire  County.  On  Cape  Cod,  Section  18  finances  a 
"dial-a-ride"  van  service  which  serves  15  communities  in  Barnstable  County. 

FY '89  Budget  Proposal 

Massachusetts  policy  has  been  to  maintain  essential  transit  services 
provided  to  rural  areas  of  the  State.  Therefore,  in  FY' 86,  Massachusetts  used 
its  small  reserve  of  Section  18  created  by  start  up  time  in  the  initial  year 
of  the  Section  18  program  to  fund  the  difference  between  the  annual 
appropriation  and  the  existing  service  program.  The  reserve  is  exhausted  by 
the  1988  Massachusetts  program,  and  the  FY' 89  Massachusetts  program  will  be 
equal  to  the  FY' 89  Massachusetts  allocation.  Unless  the  national  allocation 
for  the  FY' 89  Section  18  program  is  increased  over  the  FY' 88  allocation, 
direct  program  cuts  will  result  in  Massachusetts. 

Section  18  Rural  Assistance 

Estimated   Proposed 
FY  '87     FY  '88     FY  '89 

National       81.5  M    65.0  M     67  M* 
%  Change       -20%        3% 

State  Share    1.07  M    .945  M     1  M  (est.) 
%  Change       -12%      -  0  - 
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Estimated 

Proposed 

FY  '87 

FY  '88 

FY  '89 

BRTA 

$  229,382 

$245,000 

CATA 

20,984 

25,000 

Cape  Cod  RTA 

225,000 

225,000 

Franklin  RTA 

90,000 

90,000 

Gr.  Attleboro  &  Taunton 

59,911 

60,000 

Greenfield-Montague  TA 

60,000 

60,000 

* 

Montachusett  TA 

80,000 

80,000 

Pioneer  Valley  TA 

115,000 

115,000 

SRTA 

6,000 

6,000 

Vineyard  TA 

14,780 

16,000 

Worcester  TA 

164,089 

165,000 

Hill  Towns         (included  in  FRTA) 

(included  in 

FRTA) 

TOTAL 


$1,065,146    $1,087,000 


The  Administration  proposes  to  fund  the  Section  18  program  out  of  its 
proposed  new  Formula  Transit  Grants  program,  at  a  level  of  $67  million 
in  FY'89e  (See  separate  Formula  Transit  Grants  program  section.)  In 
addition  to  the  amount  of  funds  made  available  by  the  formula,  the 
Administration  proposes  an  additional  $30  million  for  non-urban  areas  in 
recognition  of  their  greater  dependence  on  Federal  assistance. 
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MOBILITY  ASSISTANCE  PROGRAM  (DOT) 

Program  Description 

Section  16(b)(2)  provides  funds  to  private  non-profit  agencies  for  the 
purchase  of  vehicles  to  transport  the  elderly  and  handicapped.  The  program 
was  authorized  by  the  Federal  Aid  Highway  Act  of  1973.  State  apportionments 
are  based  on  the  percentage  of  elderly  and  handicapped  in  each  state,  as  shown 
by  the  latest  U.S.  Census. 

The  Program  in  Massachusetts 

Under  the  Massachusetts  program,  agencies  have  utilized  16(b)(2)  funds 
to  purchase  8  12-passenger  vans,  12  16-passenger  minibuses,  and  15 
20-passenger  minibuses,  all  equipped  with  a  wheel  chair  lift.  For  example, 
the  Bristol  County  Home  Care,  Inc.  of  Fall  River  uses  16(b)(2)  vehicles  to 
provide  free  transportation  to  specialized  medical  services  in  Boston  and 
Providence  for  elderly  and  disabled  residents  of  15  communities  in  Bristol 
County.  "Medi-van",  as  the  program  is  called,  provides  transport  for  dialysis 
and  chemotherapy  treatment  as  well  as  other  medical  care  which  is  not 
available  in  the  area.  Bristol  County  Home  Care  also  uses  16(b)(2)  vehicles 
to  provide  local  dial-a-ride  transportation  in  four  communities  in  the  Fall 
River  area. 

Agencies  may  use  Section  16(b)(2)  funds  to  purchase  vehicles  and  related 
equipment.  UMTA  will  pay  up  to  80%  of  these  capital  costs.  Non-profit 
agencies  must  underwrite  the  operating  expenses  of  the  transit  service  as  well 
as  the  20%  local  match  for  vehicles  and  equipment. 

In  FY' 85,  the  Executive  Office  of  Transportation  and  Construction  (EOTC) 
expanded  the  16(b)(2)  program  to  include  state  funding  for  cities  and  towns 
and  other  public  agencies  which  are  not  eligible  to  receive  Section  16(b)(2) 
grants.  The  state  program  was  financed  through  the  1983  Transportation  Bond 
Issue.  The  two  funding  sources  have  been  combined  into  one  program  now  called 
the  Mobility  Assistance  Program  (MAP).  The  1985  Bond  Issue  provides  continued 
state  support  for  the  MAP.  In  1987,  EOTC  awarded  70  vehicles  to  31  public  and 
private  transportation  providers.  Since  the  inception  of  the  federal  program 
in  FY' 75,  EOTC  has  awarded  556  vans  and  minibuses  to  approximately  119 
agencies  throughout  the  Commonwealth. 

FY '89  Budget  Proposal 

The  Administration  proposes  to  fund  the  Elderly  and  Handicapped  program 
through  its  proposed  new  Formula  Transit  Grants  program.  For  FY' 89,  the 
Administration  has  earmarked  $35  million  for  this  program  out  of  the  total 
formula  grant  funding  proposed.  The  funds  will  continue  to  be  distributed  by 
a  formula  based  on  population. 


Mobility 


Estimated     Proposed 
FY  '87        FY  '88         FY  '89 


National       35  M         35  M  35  M 

%  Change       -  0  -         -  0  - 

State  Share    .912  M       .912  M       .912  (est.) 
%  Change       -  0  -         -  0  - 
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TRANSIT-INTERSTATE  TRANSFER  (DOT) 

Program  Description 

Interstate  transfer  grants  provide  capital  assistance  to  states  and 
localities  which  withdraw  previously  approved  interstate  highway  projects  and 
use  these  authorized  funds  for  substitute  transit  projects.  Interstate  funds 
are  paid  from  general  revenues.  Congress  designates  the  overall  level  of 
appropriation  for  the  program.  Half  of  the  funds  are  apportioned  on  a 
discretionary  basis,  and  the  other  half  are  apportioned  through  cost  estimates 
approved  by  Congress. 

The  Program  in  Massachusetts 

Interstate  Transit  Transfer  funds  have  been  transferred  from  the 
I-95/I-695  Projects  to  the  Red  Line  and  Orange  Line  Extensions.  In  FY' 86,  the 
MBTA  received  $20.5  million  for  a  number  of  engineering  and  consultant 
contracts  as  well  as  small  construction  contracts  for  the  Southwest  Corridor 
Project.  It  is  anticipated  that  some  $8.0  million  is  remaining  in  the 
transfer  account  and  will  be  requested  in  FY' 88.  For  FY' 88,  Massachusetts 
will  be  eligible  for  $4.9  million  in  additional  funding. 

FY '89  Budget  Proposal 

Estimated   Proposed 
FY  '87    FY  '88     FY  '89 

National           200  M    123.5  M    -  0  - 
%  Change  -38%      -100% 

State  Share        20.0  M    4.9  M     -  0  - 
%  Change  -75%      -100% 

Through  1988,  the  Interstate  Transit  Transfer  appropriation  provided 
funding  for  substitute  transit  projects  while  funding  for  substituted  highway 
projects  was  included  in  the  budget  of  the  Federal  Highway  Administration. 

For  FY '89,  the  President's  budget  again  proposes  to  fund  the  Interstate 
Transit  Transfer  program  through  the  Highway  Trust  Fund  rather  than  the 
General  Fund  as  authorized  under  current  law.  The  proposed  level  of  funding 
for  Interstate  substitutions  from  the  Trust  Fund  in  FY '89  is  $600  million. 
This  proposed  change  would  force  competition  between  highway  and  transit 
substitution  projects  (and  for  a  reduced  overall  level  of  funding),  a  conflict 
the  Congress  determined  was  unfair  and  unnecessary  as  long  as  the  funding 
sources  remained  separate. 
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FEDERAL  RAILROAD  ADMINISTRATION  (FRA)  (DOT) 

Program  Description 

The  FRA  is  the  major  source  of  financial  assistance  for  the  nation's 
railroad  network.  The  FRA  subsidizes  the  National  Railroad  Passenger 
Corporation  (Amtrak)  and  provides  grants  to  the  states  for  the  improvement  of 
local  rail  service.  These  FRA  programs  are  highlighted  below. 

Amtrak 

Amtrak  is  a  federally  subsidized  private  corporation  which  provides  rail 
service  throughout  the  United  States. 

The  Program  in  Massachusetts 

Massachusetts  is  served  by  Amtrak  trains  along  three  routes:  The 
Northeast  Corridor  which  runs  from  Boston  to  Washington,  D.C./  via  New  York 
and  Philadelphia;  the  Springfield  Line,  which  runs  from  Springfield, 
Massachusetts  to  New  Haven,  Connecticut;  and  the  Boston-Chicago  route  from 
Boston  through  Springfield  and  Pittsfield.  The  Amtrak  capital  account 
provides  funds  for  the  rehabilitation  of  tracks  and  stations  along  the  North 
Corridor,  including  the  reconstruction  of  South  Station. 

FY '89  Budget  Proposal 

Estimated   Proposed 
FY  '87    FY  '88     FY  '89 

National       595  M    580.8  M    -  0  - 
%  Change        -2.4%     -100% 

The  Administration  has  proposed  once  again  to  terminate  all  federal 
subsidies  for  Amtrak  and  to  sell  some  or  all  of  Amtrak 's  assets.  Amtrak  will 
receive  about  $581  million  in  federal  funds  in  FY '88.  The  Administration  did 
not  include  any  potential  revenues  derived  from  the  sale  of  Amtrak  because  the 
President's  Privatization  Commission  is  still  considering  proposals  for  the 
privatization  of  Amtrak. 

The  elimination  of  capital  and  operating  subsidies  could  potentially 
threaten  three  Amtrak  routes  which  serve  Massachusetts:  the  "Northeast 
Corridor"  which  runs  from  Boston  to  Washington,  D.C,  and  services  all  points 
in  between;  the  "Montrealer"  which  runs  from  Washington  to  Montreal,  with 
stops  in  Springfield  and  Northampton;  and  the  "Lakeshore  Limited"  which  runs 
from  Boston  to  Pittsfield  and  on  to  Chicago.  In  addition  to  the  reduction  of 
passenger  service,  Massachusetts  could  lose  dispatching  and  maintenance 
services  provided  by  Amtrak  to  MBTA  commuter  trains  along  the  Northeast 
Corridor.  Amtrak  also  operates  summer  seasonal  railroad  passenger  service 
between  New  York  City  and  Hyannis  on  Cape  Cod  under  a  separate  agreement  with 
the  Commonwealth  of  Massachusetts. 
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In  addition,  Congress  last  year  earmarked  funds  within  Amtrak's  FY '88 
budget  to  conduct  tests  recommended  in  a  report  of  the  Coalition  of 
Northeastern  Governors1  High  Speed  Rail  Task  Force,  of  which  Massachusetts  is 
a  leading  participant.  The  report  recommended  that  the  Federal  Government 
fund  a  program  to  test  and  demonstrate  tilt  technology  and  dual  propulsion 
along  the  corridor  between  Boston  and  New  York.  The  Task  Force  maintains  and 
is  seeking  verification  that  with  the  new  equipment  and  with  certain  track 
modifications,  travel  time  between  the  two  cities  could  drop  to  between  3  and 
3  1/2  hours,  making  rail  travel  competitive  with  air  travel  on  a  downtown  to 
downtown  basis. 
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LOCAL  RAIL  SERVICE  ASSISTANCE  PROGRAM  (DOT) 

Program  Description 

The  Federal  Local  Rail  Service  Assistance  Program  (LRSA)  provides 
discretionary  and  formula  grants  to  all  states  for  rail  planning  and  for  track 
rehabilitation  of  light  density  lines.  The  program,  authorized  by  Congress  in 
1973/  was  intended  to  provide  states  in  the  Northeast  and  Midwest  with  funds 
to  retain  freight  service  over  lines  which  were  abandoned  as  a  result  of  the 
establishment  of  Conrail.  However/  LRSA,  which  was  amended  in  1976,  1977,  and 
1981,  has  gone  from  a  program  of  providing  operating  subsidies  for  abandoned 
lines  to  one  of  providing  capital  assistance  for  track  rehabilitation  on 
non-abandoned  lines. 

The  Program  in  Massachusetts 

The  Boston  and  Maine  Railroad  has  received  $250,000  in  LRSA  monies  to 
upgrade  a  stretch  of  the  Bemis  freight  line  between  Waltham  and  Watertown. 
Massachusetts  received  $375,000  in  LRSA  assistance  for  the  Boston  and  Maine 
East  Deerfield  Yard  project.  FRA  approved  $350,000  in  LRSA  grant  funds  for 
construction  of  a  new  track  bridge  over  the  Waters  River  in  Danvers  and 
rehabilitation  of  the  freight  line  between  Salem  and  Danvers.  Massachusetts 
has  filed  a  grant  application  for  $250,000  to  rehabilitate  the  Dean  Street 
Industrial  Track.  Congress  has  earmarked  $1,000,000  in  LRSA  funds  from  the 
FY' 87  appropriation  to  aid  the  rehabilitation  of  the  B&MRR  Berkshire  County 
lines.  An  additional  $960,000  was  earmarked  for  Massachusetts  from  the 
discretionary  allocations  in  FY '88.  Massachusetts  will  also  receive 
approximately  $50,000  in  planning  funds  from  the  FY'88  Federal  Railroad 
Administration  appropriation  for  this  program. 

FY '89  Budget  Proposal 

LRSA  Funding  Levels 

FY  '87 

National  25.3  M* 

%  Change  — 

State  Share        1.05  M 
%  Change  

*  Includes  carryover  of  prior  year  funds. 

Under  the  Administration's  proposal,  no  funds  are  requested  for  local 
rail  service  assistance  in  FY' 89. 


Estimated 
FY  '88 

Proposed 
FY  '89 

16.45  M* 
-35% 

-  0  - 

-100% 

1  M 
-5% 

-  o  - 

-100% 
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NORTHEAST  CCKRIDGR  IMPROVEMENT  PROGRAM  (NECIP)  (DOT) 

Program  Description 

The  Northeast  Corridor  is  a  rail  line  which  provides  service  between 
Boston  and  Washington,  D.C.,  via  Philadelphia  and  New  York.  In  1976  Congress 
authorized  funds  to  institute  high  speed  passenger  service  between  Boston  and 
Washington,  D.C.  These  funds  would  be  used  for  the  electrification  of  track 
and  the  rehabilitation  of  existing  stations  along  the  corridor.  Boston's 
South  Station  was  one  of  the  stations  to  be  renovated  as  part  of  the  project. 

The  Program  in  Massachusetts 

Congress  authorized  all  NECIP  construction  act it ivies  to  be  funded 
through  the  Amtrak  Capital  Account.  In  FY' 87,  Congress  allocated  $5  million 
from  the  NECIP  account  for  Phase  I  of  the  South  Station  Renovation  Project. 


In  addition,  the  Northeast  Corridor  Commuter  Rail  Committee  (NECRAC)  has 
identified  a  $3  billion  program  of  additional  capital  improvements  for  repair, 
improvements  and  system  expansion  along  the  Northeast  Corridor.  These 
projects  include  those  that  serve  intercity  travel,  commuter  travel,  or  both. 
The  NECRAC  list  was  developed  to  present  to  Congress,  in  some  future  form. 

FY  '89  Budget  Proposal 

Estimated         Proposed 
FY'87  FY'88  ■  FY'89 


National           16.9  M         26. 6  M  -  0  - 

%  Change  57%  -100% 

The  Administration  has  requested  no  funds  for  this  program  in  1989.  At 
the  end  of  1985,  responsibility  for  any  additional  construction  on  the 
Northeast  Corridor  was  transferred  to  the  National  Railroad  Passenger 
Corporation  (Amtrak),  for  which  the  Administration  has  also  requested  no 
funds.  However,  obligations  and  outlays  will  continue  on  projects  included  in 
prior  year  appropriations. 
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FEDERAL  AVIATION  PROGRAMS  (DOT) 

Program  Description 

The  Federal  Aviation  Administration  (FAA)  is  responsible  for  the  safety 
and  development  of  our  nation's  airports.  Established  in  1958,  the  FAA 
provides  grants  to  states  for  airport  planning,  noise  abatement  and  runway 
maintenance  under  the  Airport  Improvement  Program  (AIP).  The  AIP  is  financed 
through  the  Airport  and  Airway  Trust  Fund  which  is  supported  by  user  fees  such 
as  the  5%  tax  on  airline  tickets  and  the  aviation  fuel  tax.  Congress 
determines  the  level  of  authorization  for  the  trust  fund  based  on  airport 
passenger  volume.  Funds  for  runway  improvements  and  maintenance  are  allocated 
by  formula  based  on  the  number  of  passengers  landing  at  individual  airports. 
Funds  for  noise  abatement  and  soundproofing  are  distributed  from  a  mandated  8% 
set-aside  on  a  discretionary  basis. 

The  Program  in  Massachusetts 

The  FAA  program  is  a  major  source  of  funding  for  the  Massachusetts  Port 
Authority,  which  operates  Logan  International  Airport  and  Hanscom  Field. 
During  FY' 87,  $8  million  in  AIP  monies  were  used  by  the  Authority  to  make 
improvements  to  runways  and  terminal  facilities  and  for  the  soundproofing  of 
public  schools  and  private  residences. 

The  Massachusetts  Aeronautics  Commission  received  more  than  $5  million 
in  FY' 87,  and  will  be  focusing  the  use  of  future  funds  on  a  program  of 
terminal  building  modernization  at  various  airports  across  the  state  and  on  a 
number  of  major  airside  development  projects. 

Discretionary  funds  totalling  $2.26  million  were  used  by  the  Authority 
to  continue  its  residential  home  soundproofing  program. 

FY '89  Budget  Proposal 

Grants-in-Aid  for  Airports 

FY'86 


FY   '87 

Estimated 
FY   '88 

Proposed 
FY  '89 

1.0  B 
13% 

1.269  B 
27% 

1.2  B 
-5% 

15.26  M 
63% 

NA 

NA 

National           885  M 
%  Change  

State  Share         9.3  M 
%  Change  

The  Airport  and  Airway  Safety  and  Capacity  Expansion  Act  of  1987  (P.L. 
100-223),  passed  by  the  Congress  in  December,  had  authorized  some  $1.7  billion 
for  airport  improvement  grants  for  FY'88-FY'90.  However,  the  Congress 
appropriated  only  $1.2  billion  for  the  airport  grants  program  in  adopting  the 
Continuing  Resolution  for  FY' 88.  The  FAA  budget  proposal  continues  that 
funding  level  for  FY '89. 
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FORMULA  TRANSIT  GRANTS  PROGRAM 


(DOT) 


FY '89  Budget  Proposal 


Discretionary  Capital  Assistance 
Grants  (Section  3) 

Capital  and  Operating  Formula 
Block  Grant  (Section  9) 

Proposed  Formula  Transit  Grants 

National  Total 
%  Change 


FY  '87 


1.097  B 


2.0  B 


3.097  B 


FY  '88 

Proposed 
FY  '89 

1.2  B 

-  0  - 

1.737  B 

-  0  - 

— — — 

1.394  B 

2.94  B 
-5% 

1.394  B 
-53% 

Once  again,  the  President's  budget  request  seeks  to  reduce  support  for 
local  mass  transportation  needs  significantly.  The  Administration's  proposal 
would  eliminate  discretionary  grants  for  new  transit  systems,  and  the  federal 
role  in  transit  would  be  limited  to  management  and  allocation  of  the  dedicated 
penny  tax  for  transit,  with  no  further  funding  of  transit  from  general  funds 
(except  for  the  Washington,  D.C.  system,  which  is  separately  authorized).  The 
Administration's  mass  transit  proposals  would  result  in  a  58%  decrease  in 
budget  authority  for  the  Urban  Mass  Transportation  Administration  from  fiscal 
1988,  a  loss  of  $1.96  billion. 

The  FY '89  budget  proposal  provides  a  total  of  $1,394  billion  for  a 
proposed  Formula  Transit  Grants  program  to  be  funded  from  the  Mass  Transit 
Account  of  the  Highway  Trust  Fund,  which  currently  funds  discretionary 
grants.  The  majority  of  funds  would  be  distributed  by  existing  formula  to 
states  and  large  urban  areas.  This  proposed  Formula  Transit  Grant  program 
would  also  replace  the  existing  formula  grant  program  currently  funded  from 
general  funds.  Rural  and  mobility  assistance  grants  (Sec.  18  and  16(b)(2), 
respectively)  would  also  be  funded  out  of  this  new  program.  Moreover,  the 
Administration  proposal  includes  an  increased  local  match  on  federal  funds 
from  20%  to  50%. 

A  total  of  $1,281  billion  would  be  dedicated  to  capital  needs  in  all 
areas  (rural  and  urban)  and  operating  assistance  to  cities  with  populations 
under  200,000.  Operating  assistance  to  large  systems  would  be  eliminated.  As 
a  measure  of  the  magnitude  of  this  proposed  cut,  operating  assistance  alone 
was  funded  at  over  $800  million  in  FY '87. 

In  addition  to  the  drastic  reduction  in  overall  funds,  the 
Administration  proposal  contains  several  restrictions  on  the  allocation  and 
use  of  funds.  For  example,  under  current  law  and  levels,  the  MBTA,  Worcester 
RTA,  Springfield  RTA,  Cape  Ann  RTA,  and  Greater  Attleboro  RTA  would  receive 
approximately  $25  million  in  federal  operating  assistance.  Under  the 
Administration's  proposal,  they  would  all  be  ineligible  to  receive  operating 
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assistance  due  to  the  population  restriction  included  in  the  proposal.  The 
MBTA  would  be  particularly  hard  hit  under  the  Administration's  proposal, 
potentially  standing  to  lose  some  $50  million  in  project  funding  and  all 
operating  assistance  -  an  approximate  total  loss  of  $70  million.  An 
incredible  burden  would  also  be  placed  on  non-urban  areas  by  the 
Administration's  proposal.  Since  non-urban  areas  are  dependent  upon  federal 
assistance  for  about  50%  of  their  operating  funds,  the  added  burden  of  meeting 
the  proposed  50%  match  raises  the  question  of  whether  capital  improvements 
could  be  made  without  sharp  fare  increases  and  massive  layoffs. 
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OTHER  PROGRAMS 


ACQOIBED  IMMONE  DEFICIENCY  SYNDROME 

Acquired  Immune  Deficiency  Syndrome  (AIDS)  was  initially  recognized  and 
described  by  health  officials  in  the  summer  of  1981.  Since  that  time,  the 
number  of  people  diagnosed  with  AIDS  has  increased  to  more  than  53,000,  of 
whom  close  to  30,000  people  have  already  died.  Over  1200  people  in 
Massachusetts  have  been  diagnosed  with  AIDS  since  1981,  and  similarly,  over 
half  of  them  have  died.  The  Massachusetts  Department  of  Public  Health 
estimates  that  as  many  as  30,000  people  in  Massachusetts  may  already  be 
infected  with  AIDS,  and  that  by  1992,  more  than  120,000  may  contract  the 
disease. 

In  view  of  these  grim  statistics,  coupled  with  the  fact  that  to  date  an 
AIDS  vaccine  has  not  been  developed,  the  Administration  has  appropriately 
recognized  AIDS  as  the  nation's  number  one  public  health  problem. 

The  Program  in  Massachusetts 

Under  Governor  Dukakis,  Massachusetts  has  embarked  on  one  of  the  most 
comprehensive  state  AIDS  programs  in  the  nation  with  funding  for  education, 
research,  and  services  for  persons  with  AIDS.  Over  the  last  three  years, 
state  funding  for  AIDS-related  activities  has  climbed  more  than  five-fold, 
from  $1.5  million  in  1985  to  $7.7  million  in  fiscal  year  1988.  As  a  result, 
Massachusetts  ranks  as  one  of  the  top  states  in  expenditures  per  AIDS  case. 

Massachusetts  AIDS  initiatives  include: 

•  Research  —  Massachusetts  has  appropriated  over  $1  million  annually 
for  AIDS  research  in  prevention,  education,  vaccine  development, 
and  treatment. 

•  Education  —  Massachusetts  has  mounted  an  aggressive  AIDS  education 
and  prevention  campaign,  including:  a  statewide  house-to-house 
mailing  on  AIDS;  a  mailing  of  the  Surgeon  General's  Report  on  AIDS 
to  over  4,000  Massachusetts  community  leaders;  a  television  and 
radio  public  service  campaign;  development  of  an  AIDS  Teaching 
Guide;  and,  a  Department  of  Public  Health-funded  AIDS  hotline. 

•  Testing  and  Counselling  —  The  Department  of  Public  Health 
currently  provides  voluntary,  confidential  AIDS  testing  and 
counselling  at  Alternative  Test  Sites  (ATS)  and  Sexually 
Transmitted  Disease  (STD)  Clinics  throughout  the  Commonwealth. 
During  FY '88,  31,000  people  will  be  served  at  13  ATS  sites  and  10 
STD  clinics. 

•  Services  —  Massachusetts  provides  grants  to  home  care  agencies  to 
provide  at-home  services  to  people  with  AIDS.  The  state  also  funds 
a  pediatric  residential  care  facility,  an  adult  residence  for 
homeless  persons  with  AIDS,  and  a  ten  bed  unit  for  adults  who  need 
chronic  and  skilled  nursing  care. 

The  Governor  has  proposed  a  $3.4  million  increase  in  state  funding  for 
AIDS  activities  in  FY'89.  Of  this  amount,  $2.65  million  will  be  allocated  to 
combat  AIDS  among  IV  drug  users.  In  addition,  the  Governor  has  directed  that 
about  half  of  the  state's  share  of  Federal  drug  treatment  dollars  —  $2.4 
million —  be  used  to  combat  AIDS  among  intravenous  drug  users. 
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In  addition  to  these  state- funded  activities,  Federal  dollars  fund  a 
range  of  AIDS  research  and  prevention  activities  in  the  Commonwealth.  In 
FY '88  alone  almost  $20  million  in  Federal  AIDS  dollars  will  go  to 
Massachusetts  hospitals,  schools  of  public  health  and  medicine,  research 
institutes,  service  providers,  and  the  State  Department  of  Public  Health. 


AIDS  and  the  Federal  Budget 


FY'86 

FY'87 

FY'88 

President's  Request 

$86  M 

$213M 

$534M 

Congress'  Appropriation 

$234  M 

$502M 

$951M 

Difference 

$148  M 

$289M 

$417M 

Over  the  last  five  years,  Federal  funds  for  AIDS-related  activities  have 
grown  dramatically,  from  $62  million  in  FY  '84  to  over  $950  million  in  the 
current  fiscal  year.  However,  although  the  Administration  has  called  AIDS  the 
nation's  number  one  priority,  in  general,  these  sizable  increases  in  the  AIDS 
budget  can  be  attributed  more  to  Congressional  rather  than  Administration 
leadership.  As  the  table  above  indicates,  Congress  has  typically  appropriated 
AIDS  funds  significantly  above  the  President's  initial  budget  request.  In 
fact,  over  the  last  three  years,  Congress  has  appropriated  twice  the  amount 
recommended  by  the  Administration  for  AIDS. 


The  FY '89  Budget  Proposal  —  AIDS  Funding  By  Agency  (in  millions) 


FY  '  87 


FY  '88 


Proposed 
FY'89 


FY '88-89 
Increase 


Food  and  Drug  Adm. 


$  16 


$25    $   65 


+  $  40 


Human  Resources  and 


Services  Adm. 

12 

37 

40 

+    3 

Centers  for  Disease  Control 

136 

305 

401 

+   96 

Nat'l  Institutes  of  Health 

261 

468 

588 

+  120 

Alcohol,  Drug  Abuse 
and  Mental  Health  Adm. 

47 

112 

178 

+   66 

Office  of  the  Ass't  Sec. 
for  Health 

30 

4 

28 

+   24 

TOTAL 
%  Change 

$502 

$951 
89% 

$1 

,300 
37% 

+  $349 
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The  President's  FY' 89  budget  includes  $1.3  billion  for  AIDS  research, 
prevention,  and  other  related  activities,  a  37%  increase  over  1988  spending 
levels.  The  President  proposes  to  spend  roughly  one-third  of  this  amount  on 
basic  research,  one- third  on  development  of  an  AIDS  vaccine  and  treatment,  and 
one-third  on  education  and  prevention  activities.  Of  the  additional  $349 
million  requested,  the  National  Institutes  of  Health  (NIH)  and  the  Centers  for 
Disease  Control  (CDC)  would  receive  the  largest  share  of  the  proposed  funding 
increase. 

According  to  the  Administration,  emphasis  will  be  placed  on  developing 
and  applying  various  vaccine  therapeutic  intervention  strategies,  conducting 
intensive  epidemiological  studies,  and  providing  AIDS  information  to  high-risk 
groups,  teenagers,  health  care  providers,  and  the  general  public.  A  portion 
of  the  increased  CDC  resources  will  be  devoted  to  a  nationwide  household  HIV 
seroprevalence  survey  and  a  series  of  special  surveys  of  selected  populations. 

In  an  effort  to  improve  coordination  among  the  HHS  agencies,  the 
Administration's  budget  recommends  the  consolidation  of  AIDS  funding  in  an 
appropriation  account  under  the  Office  of  the  Assistant  Secretary  for  Health. 
According  to  the  proposal,  line  agencies  would  continue  to  have  programmatic 
responsibility  for  the  expenditure  of  AIDS  funds.  The  Administration  is  also 
proposing  to  combine  administratively  awards  to  states  for  prevention  and 
education  activities  in  order  to  give  them  greater  programmatic  flexibility. 

Finally,  in  requesting  a  25%  increase  in  NIH  AIDS  research,  the 
President  has  recommended  a  5%  increase  in  other  NIH  activities.  However,  the 
budget  assumes  a  reduction  of  about  100  NIH  staff  persons.  Such  a  decrease 
could  have  a  negative  impact  on  the  ability  of  NIH  to  conduct  research  on 
other  national  health  priorities. 
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STEWART  B.  MCKINNEY.  HOMELESS  ASSISTANCE  ACT 


The  Stewart  B.  McKinney  Homeless  Assistance  Act  of  1987  represents  the 
first  comprehensive  law  dealing  with  the  problem  of  homelessness  in  America. 
It  incorporates  both  emergency  and  long-term  approaches  to  meet  the  needs  of 
homeless  individuals.  The  legislation  includes  nearly  twenty  different 
programs  which  provide  homeless  individuals  with  emergency  food  and  shelter, 
health  and  mental  health  care,  housing,  education  and  job  training  and  other 
related  services.  Authorized  for  two  years  beginning  in  FY' 87,  the  McKinney 
Act  is  up  for  reauthorization  this  year. 

The  Program  in  Massachusetts 

So  far,  the  state  and  non-profit  providers  in  Massachusetts  have  received 
more  than  $7  million  in  McKinney  Act  funds.  Among  the  programs  for  which 
funds  have  been  awarded  in  Massachusetts  are  the  Transitional  Housing, 
Emergency  Shelter  Grants,  Health  Care  Services,  and  Community  Services  Block 
Grant  programs.  A  number  of  applications  for  funding  under  other  provisions 
of  the  Act  are  still  pending. 

The  President's  Budget 

The  President  budget  proposes  to  cut  McKinney  Act  homeless  programs  by 
24%,  from  $261  million  in  1988  to  $197  million  in  1989.  The  President's 
proposal  requests  no  additional  funding  in  FY '89  for  Emergency  Shelter  Grants, 
Supplemental  Assistance  for  Homeless  Facilities,  Section  8  Moderate 
Rehabilitation  of  Single  Room  Occupancy  Units,  literacy  training  for  homeless 
adults,  the  education  program  for  homeless  children  and  job  training  for 
homeless  individuals.  The  budget  would  also  cut  the  Emergency  Food  and 
Shelter  program  by  almost  30%. 

The  Administration  claims  that  its  budget  includes  $390  million  in 
additional  funding  for  the  homeless.  However,  included  in  this  amount  is  an 
estimated  $77  million  for  Food  Stamps  and  $15  in  Medicaid  services  provided  to 
homeless  individuals.  Another  $50  million  of  this  total  represents  funds  to 
be  earmarked  specifically  for  handicapped  homeless  adults  under  the  Section 
202  housing  program  for  the  elderly  and  handicapped.  Since  the  President  has 
also  proposed  reducing  Section  202  by  50%,  it  is  unlikely  that  it  will  be  able 
to  adequately  meet  the  needs  of  handicapped  homeless  individuals,  let  alone 
the  population  it  was  originally  intended  to  serve.  Finally,  the  President 
has  incorporated  into  his  total  funding  for  at  least  one  program  —  the  $26 
million  for  runaway  and  homeless  youth  —  which  has  been  funded  in  previous 
years  at  roughly  the  same  funding  level. 

The  chart  on  the  next  page  provides  a  breakdown  of  funding  for  McKinney 
Act  programs  in  fiscal  years  1987  and  1988,  as  well  as  the  President's 
proposed  budget  in  FY '89. 
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STEWART  B.  MCKINNEY  HOMELESS  ASSISTANCE  ACT  PROGRAMS 


Proposed 

Programs 

FY 

•87 

FY  '88 

FY  '89 

Emergency  Shelter  Grants 

60 

M 

8.0  M 

-  0  - 

Supportive  Housing 

85 

M 

64.25  M 

a)  Transitional 

75  M 

Supplemental  Assistance 

15 

M 

-  0  - 

-  0  - 

Section  8  Moderate  Rehab. 

35 

M 

-  0  - 

-  0  - 

Domiciliary  Beds 

2.4  M 

Health  Services  Grant 

46 

M 

14.4  M 

15  M 

Community  Mental  Health 

Demonstration  Project 

9.3 

M 

-  0  - 

4.6  M 

Mental  Health  Services 

Block  Grant 

32 

M 

11.5  M 

14.3  M 

Substance  Abuse 

Demonstration  Grants 

8.2 

M 

-  0  - 

4.6  M 

Emergency  Food  &  Shelter 

10 

M 

114  M 

80  M 

Community  Services 

Block  Grant 
Adult  Literacy 
Office  of  Coordination 
Exemplary  Programs 


Job  Training 

VA  Mental  Health  Dem, 

Reintegration 


36.8  M 
6.9  M 
4.6  M 
-  0  - 

19.1  M 

7.18  M 

4.8  M 

-  0  - 

o  o  o  o 
1    1    1    1 

9.57  M 

-  0  - 

-  0  - 

7.6  M 

7.4  M 
1.9  M 

-  0  - 
13  M 

-  0  - 

Interagency  Council 


.2  M 


.75  M 


1.2  M 


TOTALS 


358  M 


261  M 


197.1  M 
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TEMPORARY  EMERGENCY  FOOD  ASSISTANCE  PROGRAM  (OSDA) 

The  Temporary  Emergency  Food  Assistance  Program  (TEFAP)  provides  limited 
food  products  to  needy  households  throughout  the  Commonwealth  by  means  of  a 
broad-based  distribution  network.  This  includes  providing  surplus  dairy 
products  to  needy  individuals  on  a  regular  basis,  as  well  as  broader  range  of 
commodity  foods  for  use  at  congregate  feeding  sites.  Limited  funding  is  also 
provided  to  aid  states  in  the  storage  and  distribution  of  foodstuffs.  The 
Commonwealth  supplements  this  money  with  state  funds. 

Budget  Proposal 

Reductions  in  commodity  reserves  and  the  "temporary  status"  of  this 
program  have  prompted  the  Administration  to  propose  its  elimination.  Although 
last  year's  budget  included  the  same  recommendation,  TEFAP  was  reauthorized 
under  the  Stewart  B.  McKinney  Homeless  Act  (PL  100-77) 


National 
%  Change 

State  Share 
%  Change 


FY'87 

FY'88 

Proposed 
FY'89 

50  M 

50  M 
-  0  - 

-  0  - 
-100% 

1  M 

1.1  M 
+  10% 

-  0  - 
-100% 
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DRDG  ABUSE 

With  enactment  of  the  Drug  Enforcement,  Education  and  Control  Act  of 
1986,  Congress  authorized  $1.6  billion  over  three  years  to  improve  the 
enforcement  of  federal  drug  laws,  enhance  the  interdiction  of  illicit  drug 
shipments  and  encourage  foreign  cooperation  in  eradicating  illicit  drug 
crops.  The  measure  also  authorized  grants  to  states  for  new  and  expanded 
initiatives  in  three  areas;  drug  education,  treatment  of  substance  abuse  and 
law  enforcement  efforts. 

The  Program  in  Massachusetts 

In  December  1984,  Governor  Dukakis  organized  the  Governor's  Alliance 
Against  Drugs  in  response  to  statistics  revealing  widespread  use  of  drugs  and 
alcohol  by  Massachusetts  youth.  The  program  has  been  cited  by  the  Drug 
Enforcment  Administration  (DEA)  as  a  national  model.  The  Alliance  consortia 
has  supports  K-12  preventive  education  programs  throughout  the  state;  peer  and 
parent  education  programs;  provides  access  to  community  treatment  resources; 
and  encourages  written  agreements  between  school  and  police  officials  to  deal 
with  alcohol  and  drug  use  in  schools. 

The  Governor's  five  year  drug  demand  recduction  strategy  is  designed  to 
rid  Massachusetts  schools  of  drugs  and  alcohol  by  1990.  The  plan  calls  for 
drug  education  curricula  in  every  grade  and  will  include  a  survey  that  will 
follow  600  children  over  five  years  to  monitor  the  effectiveness  of  the 
preventive  efforts. 


FY '89  Budget  Proposal 


Education 


State  Grants 


Treatment 


Enforcement 


FY  '88 


Proposed 
FY  '89 


FY  '88 


Proposed 
FY  '89 


FY  '88 


Proposed 
FY  '89 


National 
%  Change 


230  M 


250  M 
9% 


156  M 


166  M 
6% 


70  M 


-0- 
-100% 


State  Share  2.4  M   2.6  M 
%  Change   —       8% 


4.3  M 


4.7 
9% 


1.3  M 


-0- 
-100% 


The  Administration's  budget  proposal  under  the  Drug-Free  Schools  program 
includes  $250  million  as  opposed  to  last  year,  when  he  proposed  only  $100 
million.  However,  the  Alcohol  and  Drug  Abuse  Education  program  which  is 
funded  out  of  the  Chapter  2  Secretary's  discretionary  fund  is  terminated  under 
the  FY '89  budget  proposal. 

The  budget  does  not  include  funding  for  the  State  and  Local  Drug  Laws 
Enforcement  grant  program.  The  program  was  initially  funded  at  $225  million 
but  was  reduced  to  $70  million  in  FY '88  because  of  carry-over  funds  from  the 
previous  year.  However,  full  funding  ($225  million)  will  be  needed  in  FY'89. 
The  state  share  at  that  funding  level  would  be  $4.1  million. 
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CRIMINAL  JUSTICE  AND  RELATED  PROGRAMS 


(DOJ) 


Program  Description 

The  budget  of  the  Department  of  Justice  (DOJ)  includes  funding  for  the 
Federal  Bureau  of  Investigation,  the  Drug  Enforcement  Administration,  the  U.S. 
Attorneys  and  Marshalls,  the  Federal  Prison  System,  the  Immigration  and 
Naturalization  Service,  the  Office  of  Justice  Assistance,  as  well  as  other  law 
enforcement  programs  within  the  agency. 

FY '89  Budget  Proposal 

The  total  budget  request  for  the  Department  of  Justice  (DOJ)  is  $6,155 
billion.  This  represents  an  increase  of  14%  over  FY'88.  Increases  are  sought 
primarily  for  federal  prison  construction,  expansion  and  modernization  and  for 
federal  antidrug  programs. 

The  President's  FY' 89  Budget  requests  the  termination  of  the  following 
programs  within  the  Office  of  Justice  Programs: 

•  State  and  Local  Justice  Assistance  Grants  (JAA)  which  were  not 
funded  in  FY'88; 

•  Juvenile  Justice  and  Delinquency  Prevention  (JJDPA)  funded  in  FY'88 
at  $63.8  million; 

•  Regional  Information  Sharing  System  (RISS)  funded  at  $12  million  in 
FY'88; 

•  State  and  Local  Drug  Laws  Enforcement  Grants  funded  at  $70  million 
in  FY'87. 


FY  '84 

FY  '87 

FY  '88 

Proposed 
FY  '89 

JAA 

%  Change 

69.4  M* 

44.4  M 
-36% 

-  0  - 
-100% 

-  0  - 

-  0  - 

**State  Share 
%  Change 

1.3  M 

.779  M 
-40% 

-  0  - 
-100% 

-  0  - 

-  0  - 

JJDPA 
%  Change 

67.6  M 

67.6  M 
-  0  - 

63.8  M 
-5% 

-  0  - 
-100% 

**State  Share 
%  Change 

.920  M 

.881  M 
4% 

.815  M 
-7% 

-  0  - 
-100% 
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. 

Proposed 

FY  ' 

84 

FY  '87 

FY  '88 

BY  '89 

RISS 

9.9 

M 

9.9  M 

12 

-  0  - 

%  Change 

0 

-21% 

-100% 

State  Share 

.926 

!  M 

1.3  N 

1.4 

-  0  - 

%  Change 

40% 

-8% 

-100% 

Drug  Enforcement 

225  M 

70  M 

-  0  - 

%  Change 

-69% 

-100% 

**State  Share 

4.1  M 

1.3  M 

-  0  - 

%  Change 

-68% 

-100% 

*  Represents  FY '84  and  FY '35  combined.  Amount  appropriated  in  FY '34  was 
not  available  for  obligation  until  authorization  was  signed  Oct.  12, 
1984. 

**    State  share  represents  block  grant  only. 

The  Justice  Assistance  Act  (JAA)  grant  program  provided  financial 
assistance  to  improve  the  capacity  of  state  and  local  governments  to  combat 
violent  crime  and  to  protect  innocent  victims.  Massachusetts  received 
$779,000  in  FY'87  (the  last  year  the  program  was  funded)  which  supported  the 
Commonwealth's  drug  demand  reduction  strategy  (the  Governor's  Alliance  Against 
Drugs),  cited  by  the  Drug  Enforcement  Administration  (DEA)  as  a  national 
model.  No  new  funding  is  requested  for  this  program. 

The  FY '89  budget  proposal  marks  the  eighth  consecutive  fiscal  year  that 
the  Administration  has  tried  to  terminate  the  Juvenile  Justice  and  Deliguency 
Prevention  Program  (JJDPA).  Fortunately,  Congress  has  rejected  such  proposals 
in  the  past  and  has  continued  to  fund  the  program  over  the  years.  In  FY '38, 
the  program  was  funded  at  $63.8  million,  a  $4  million  reduction  from  the 
previous  year.  The  Commonwealth  will  receive  $815,000  in  FY '38.  These  funds 
"will  be  used  to  support  the  statewide  implementation  of  substance  abuse  peer 
education/prevention  programs;  a  network  of  treatment  options  for  juvenile  sex 
offenders  on  a  diversionary  and/or  post-adjudication  basis;  a  multi-service 
center  for  juveniles;  in-school  suspension  programs;  and  alternatives  to  the 
detention  of  juveniles  in  police  lock-ups. 

The  Regional  Information  Sharing  System  (RISS)  provides  assistance  to 
state  and  local  law  enforcement  agencies  to  allow  them  to  exchange 
intelligence  information.  Funds  under  this  program  go  to  the  New  England 
State  Police  Information  Network  (NESPIN)  headquartered  in  Randolph, 
Massachusetts.  NESPIN  will  receive  $1.4  million  in  FY '38,  an  increase  of 
$54,000  over  last  year.  The  FY '89  budget  would  terminate  this  program. 

The  State  and  Local  Drug  Laws  Enforcement  grants  were  authorized  under 
the  Omnibus  Drug  Act  of  1986.  The  program  was  initially  funded  at  $225 
million  but  was  reduced  to  $70  million  in  FY '38  because  of  delays  in  getting 
the  funds  distributed.  The  Commonwealth's  share  of  these  funds  total  $5.7 
million  for  FY '37  and  FY '38.   The  state  has  awarded  grants  to  157  cities 
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and  towns  to  enhance  county-based  and  street  level  drug  enforcement  efforts 
over  a  two  year  period.  The  President  proposes  no  additional  funding  for  this 
program  in  FY' 89. 

Termination  of  the  above  programs  is  being  sought  because  the 
administration  believes  that  these  programs  are  competing  directly  with  annual 
appropriations  for  the  Federal  Bureau  of  Investigation  (FBI),  the  Drug 
Enforcement  Administration  (DEA),  the  Immigration  and  Naturalization  Service 
(INS),  the  U.S.  Attorneys,  the  Federal  Prison  System  and  other  agencies  within 
the  Department  of  Justice. 
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LEGAL  SERVICES  CORPORATION  (DOJ) 

Program  Description 

The  Legal  Services  Corporation   (LSC)   is  a  private,  non-profit 

organization  which  funds  state  and  local  agencies  providing  free  civil  legal 

assistance  to  low-income  individuals.  It  was  created  by  Congress  in  1974  and 
distributes  funds  to  320  programs  nationwide. 

The  Program  in  Massachusetts 

Currently,  the  Commonwealth  has  ten  local  legal  clinics  which  provide 
service  to  income-qualified  clients,  one  state-wide  support  center,  and  two 
national  support  centers  located  in  Cambridge  and  Boston.  In  FY' 88,  the 
Commonwealth  expects  to  receive  a  total  of  $7.4  million  from  the  LSC  to  run 
its  programs.  Of  that  amount,  $708,000  will  go  to  the  Massachusetts  Law 
Reform  Institute  for  training  programs. 

FY '89  Budget  Proposal 

Legal  Services  Corporation  Funding  in  Massachusetts 

Proposed 
FY  '81    FY  '87    FY  '88     FY  '89 

National  321  M    305.5  M   305.5  M    250  M 

State  Share 

10  Local  Legal  Clinics    6.2  M    5.3  M    5.3  M      * 

1-State-wide  Support 

Center  609,164   448,194   448,194     * 

2-National  Support 
Centers  Cambridge: 
Center  for  Law  and  Educ.  649,590   582,148   582,148     * 

Boston:  Consumer 

Law  Center  996,458   653,926   653,926     * 

*  Not  available 


Funding  for  the  Legal  Services  Corporation  was  included  in  this  year's 
budget  proposal.  In  previous  years,  the  administration  has  sought  to 
terminate  the  program,  relying  instead  on  private  sources  to  deliver  free 
services  to  indigent  clients.  The  budget  requests  $250  million  for  FY '89,  a 
$55.5  million  reduction  from  last  year.  The  funds  requested  would  be  used 
solely  for  direct  legal  services.  It  is  unclear  whether  valuable  computer 
assistance  for  legal  research  would  be  included  in  that  category.  The 
Commonwealth  would  receive  approximately  $5.5  million  under  the  FY '89 
proposal,  a  loss  of  $1.9  million  for  its  programs. 
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TAXES 

The  President  has  proposed  increasing  IRS  funding  by  $241  million,  to  $5.3 
billion  in  FY '89.  This  is  in  accordance  with  last  year's  budget  summit 
negotiations  and  is  intended  to  step  up  revenue  enforcement.  Funds  will  be 
used  to  hire  additional  examiners,  automate  examinations,  and  establish  a 
system  to  cross-check  information  against  taxpayer  returns. 

In  keeping  with  the  1987  negotiations,  this  budget  does  not  emphasize  new 
taxes.  Proposed  revenue-raising  measures  are  offset  by  tax  expenditures,  so 
that  the  whole  package  is  revenue-neutral.  However,  the  largest  tax  proposal 
will  have  a  serious  impact  on  the  Commonwealth. 

Extension  of  Medicare  to  State  and  Local  Employees 

Current  law  mandates  that  state  and  local  employees  hired  after  March  31, 
1986  contribute  to  Medicare.  Workers  hired  before  that  time  remain  exempt. 
The  President's  FY '89  budget  proposes  extending  enrollment  to  all  workers, 
including  those  who  were  hired  before  1986.  Medicare  coverage  is  paid  by  both 
employer  and  employee,  and  extension  of  coverage  will  affect  Massachusetts  and 
localities  in  their  roles  as  employers.  The  Medicare  provision  is  estimated 
to  raise  $1.4  billion  in  new  dollars  in  FY '89,  and  will  cost  the  Commonwealth 
approximately  $23.1  million  in  new  dollars  (above  what  it  will  already  pay  for 
workers  hired  after  1986),  localities  approximately  $50  million. 

The  prospect  of  extending  Medicare  coverage  to  all  state  and  local 

employees   resurfaces   regularly.   It  was   raised  again  during   summit 

negotiations  last  year,  and  inclusion  of  the  measure  in  the  omnibus  budget 
reconciliation  act  was  narrowly  avoided. 
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SMALL  BUSINESS  ADMINISTRATION 

Program  Description 

The  Small  Business  Administration  (SBA)  sponsors  a  wide  range  of 
programs  which  assist  the  small  business  community.  There  are  three  primary 
categories  of  assistance  which  SBA  offers:  finance,  management,  and 
procurement.  While  the  majority  of  SBA's  financial  aid  is  channeled  through 
its  direct  and  guaranteed  loan  programs,  the  agency  also  undertakes 
responsibility  for  a  number  of  specific  lending  programs.  These  include,  for 
example,  disaster  assistance,  energy  related  loans,  minority  business  support, 
and  the  funding  of  development  loan  packages  through  its  certified  development 
company  program. 

The  Program  in  Massachusetts 

Certified  Development  Company  (Sec.  503)  Program 

Presently,  there  are  21  certified  development  companies  (CDCs)  in  the 
Commonwealth.  SBA-authorized  CDCs  can  provide  funds  for  40%-50%  of  a  business 
development  project's  fixed  asset  costs  for  a  term  of  up  to  25  years  at  fixed, 
below  market  rates.  These  loans  provide  capital  for  land  and  building 
construction,  long-term  leasehold  agreements,  and  equipment  purchases. 

Direct  and  Guaranteed  Loans 

In  addition  to  the  503  program,  SBA  offers  direct  and  guaranteed  loans 
to  small  firms  which  have  difficulty,  because  of  local  and  national  economic 
trends,  in  obtaining  long-term  financing.  In  times  of  high  interest  rates, 
entrepreneurs  need  this  type  of  assistance  in  securing  capital  to  make  their 
ideas  and  energy  translate  into  jobs  and  income. 

These  loans  are  not  awarded  on  the  basis  of  regional  allocations  or  a 
state-by-state  formula.  Decisions  on  loans  are  based  on  the  quality  of  the 
loan  package  and  are  made  by  SBA  regional  and  national  offices. 

FY '89  Budget  Proposal 

Proposed 
FY  '87    FY  '88     FY  '89 

National       202  M    215  M     249  M 
%  change      —       6%       16% 
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ECONOMIC  DEVELOPMENT  ADMINISTRATION  (COMMERCE) 

Program  Description 

The  Economic  Development  Administration  (EDA)  provides  grants  and  loans 
to  assist  economically  distressed  communities  in  creating  jobs  and  improving 
public  service  systems  to  attract  private  sector  investment.  Communities  must 
be  designated  as  depressed  areas  by  the  Secretary  of  Commerce  in  order  to 
receive  EDA  funds. 

Grants  for  the  construction,  maintenance  and  repair  of  roads,  bridges, 
sewers,  and  water  treatment  facilities  have  traditionally  been  awarded  through 
EDA. 

The  Program  in  Massachusetts 

EDA  funds  have  assisted  communities  in  Massachusetts  in  planning  and 
constructing  essential  public  facilities.  Termination  of  the  program  would 
seriously  impede  local  efforts  to  attract  private  investment  through 
improvement  of  area  service  systems. 

FY '89  Budget  Proposal 

Proposed 
FY  '81    FY  '87    FY  '88     FY  '89 

National       476  M    192  M    182  M     -  0  - 
%  Change       —     -60%     -5%      -100% 

State  Share    7.7  M     3  M*    NA        NA 
%  Change       - —     -61%     -0-      -100% 

*  Estimate  based  on  previous  allocations. 
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APPENDIX 


The  Federal  Government  Dollar 

Fiscal  Year  1989  Estimate 

Where  It  Comes  From  ... 


Borrowing 
12% 


Excise  Taxes 

3%        ,  Other 

4% 


Corporation 

Income  Taxes 

11% 


Where  It  Goes 


Grants  to 

States  &  Localities 

11% 


Other  Federal 

Operations 

5% 
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THE  BUDGET  PROCESS 

The  budget  system  of  the  U.S.  Government  provides  the  frame- 
work within  which  decisions  on  resource  allocation  and  program 
management  are  made  in  relation  to  the  requirements  of  the 
Nation,  availability  of  Federal  resources,  effective  financial  control, 
and  accountability  for  use  of  the  resources.  The  budget  process  has 
three  main  phases:  (1)  executive  formulation  and  transmittal;  (2) 
congressional  action;  and  (3)  budget  execution  and  control.  Each  of 
these  is  interrelated  with  the  others. 

Executive  Formulation  and  Transmittal — The  budget  sets  forth 
the  President's  financial  plan  and  indicates  his  priorities  for  the 
Federal  Government.  The  primary  focus  of  the  budget  is  on  the 
budget  year — the  next  fiscal  year  for  which  the  Congress  needs  to 
make  appropriations.  However,  the  budget  is  developed  in  the  con- 
text of  a  multi-year  budget  planning  system  that  includes  coverage 
of  the  four  years  following  the  "budget  year. 

The  President  transmits  his  budget  to  the  Congress  early  in  each 
calendar  year,  eight  to  nine  months  before  the  budget  fiscal  year 
begins  on  October  first.  The  process  of  formulating  the  budget 
begins  not  later  than  the  spring  of  each  year,  at  least  nine  months 
before  the  budget  is  transmitted  and  at  least  eighteen  months 
before  the  budget  fiscal  year  begins.  For  the  1989  budget,  which  is 
being  transmitted  to  the  Congress  in  February  of  1988,  the  process 
began  in  the  spring  of  1987. 

During  the  formulation  of  the  budget,  there  is  a  continual  ex- 
change of  information,  proposals,  evaluations,  and  policy  decisions 
among  the  President,  the  Office  of  Management  and  Budget 
(OMB),  other  Executive  Office  units,  and  the  various  Government 
agencies.  Decisions  concerning  the  upcoming  budget  are  influenced 
by  the  results  of  previously  enacted  budgets,  including  the  one 
being  executed  by  the  agencies,  and  reactions  to  the  last  proposed 
budget,  which  is  being  considered  by  the  Congress.  Decisions  are 
influenced  also  by  projections  of  the  economic  outlook  that  are 
prepared  jointly  by  the  Council  of  Economic  Advisers,  OMB,  and 
the  Treasury. 
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Major  Steps  in  the  Budget  Process 


Sapt  30 


Congressional  budget 
process.  Including  action 
on  appropriations  and 
revenue  measures 
(beginning  9  months 
before  fiscal  year)* 


Execution  of  enacted 
budget 


Final 

Oatt 

Available 


'  If  appropriation  action  Is  not  completed  by  Sept.  30,  the  Congress  enacts' temporary 
appropriations  (I.e..  a  continuing  resolution). 


Agency  budget  requests  are  submitted  in  September  to  OMB, 
where  they  are  reviewed  in  detail,  and  decisions  are  made.  These 
decisions  may  be  revised  as  a  result  of  Presidential  review.  Fiscal 
policy  issues,  which  affect  outlays  and  receipts,  are  reexamined. 
Thus,  the  budget  formulation  process  involves  the  simultaneous 
consideration  of  the  resource  needs  of  individual  programs,  the 
total  outlays  and  receipts  that  are  appropriate  in  relation  to  cur- 
rent and  prospective  economic  conditions,  and  the  requirements  of 
the  Balanced  Budget  and  Emergency  Deficit  Control  Act  of  1985, 
which  specifies  deficit  targets  each  year  designed  to  achieve  a 
balanced  budget  by  1993. 

Congressional  Action. — The  Congress  can  act  to  approve,  modify, 
or  disapprove  the  President's  budget  proposals.  It  can  change  fund- 
ing levels,  eliminate  programs,  or  add  programs  not  requested  by 
the  President.  It  can  enact  legislation  affecting  taxes  and  other 
sources  of  receipts. 

Prior  to  making  appropriations,  the  Congress  usually  enacts  leg- 
islation that  authorizes  an  agency  to  carry  out  a  particular  pro- 
gram and,  in  some  cases,  includes  limits  on  the  amount  that  can  be 
appropriated  for  the  program.  Some  programs  require  annual  au- 
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thorizing  legislation.  Others  are  authorized  for  a  specified  number 
of  years  or  indefinitely. 

In  making  appropriations,  the  Congress  does  not  vote  on  the 
level  of  outlays  directly,  but  rather  on  budget  authority  or  other 
authority  to  incur  obligations  that  will  result  in  immediate  or 
future  outlays.  For  most  programs,  budget  authority  becomes  avail- 
able each  year  only  as  voted  by  the  Congress  in  appropriations 
acts.  However,  in  many  cases  the  Congress  has  voted  permanent 
budget  authority  or  other  authority  to  incur  obligations,  under 
which  funds  become  available  annually  without  further  Congres- 
sional action.  In  terms  of  dollars,  more  obligational  authority  be- 
comes available  each  year  under  permanent  appropriations  than  is 
provided  by  current  actions  of  the  Congress.  The  outlays  from 
permanent  appropriations,  together  with  the  outlays  from  obliga- 
tions incurred  in  prior  years  from  both  permanent  and  current 
authority,  comprise  most  of  the  outlay  total  for  any  year  in  the 
budget.  Therefore,  most  outlays  in  any  year  are  not  controlled 
through  appropriations  actions  in  that  year. 

Under  the  procedures  established  by  the  Congressional  Budget 
Act  of  1974,  the  Congress  considers  budget  totals  before  completing 
action  on  individual  appropriations.  The  Congress  adopts  a  concur- 
rent budget  resolution  as  a  guide  in  its  subsequent  consideration  of 
appropriations  and  receipt  measures.  It  is  not  in  order  for  either 
House  to  consider  a  resolution  that  includes  a  budget  deficit  that  is 
greater  than  the  maximum  deficit  specified  in  the  Act  for  the 
budget  year.  In  1989,  the  maximum  deficit  is  $136  billion. 

Congressional  budget  resolutions  do  not  require  Presidential  ap- 
proval. Frequently,  however,  there  is  informal  consultation  be- 
tween the  congressional  leadership  and  the  Administration,  be- 
cause legislation  developed  to  attain  congressional  budget  targets 
must  be  sent  to  the  President  for  his  approval.  In  recent  years,  the 
Congress  has  enacted  omnibus  reconciliation  legislation  that  re- 
duced budget  authority  and  outlays  or  increased  receipts  in  re- 
sponse to  directives  in  the  concurrent  budget  resolution.  The  Omni- 
bus Budget  Reconciliation  Act  of  1987  included  limits  for  1988  and 
1989  on  levels  of  new  budget  authority  and  outlays.  These  levels 
resulted  from  bipartisan  budget  negotiations  between  the  President 
and  the  Congress  in  December  1987. 

Congressional  consideration  of  requests  for  appropriations  and 
changes  in  revenue  laws  occurs  first  in  the  House  of  Representa- 
tives. The  Appropriations  Committees,  through  its  subcommittees, 
studies  the  requests  for  appropriations  and  examines  in  detail  each 
agency's  performance.  The  Ways  and  Means  Committee  reviews 
proposed  revenue  measures.  Each  committee  then  recommends  the 
action  to  be  taken  by  the  House  of  Representatives.  After  passage 
of  the  budget  resolution,  a  point  of  order  can  be  raised  to  block 
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consideration  of  bills  that  would  cause  a  committee's  targets,  as  set 
by  the  resolution,  to  be  breached. 

After  the  appropriations  and  tax  bills  are  approved  by  the 
House,  they  are  forwarded  to  the  Senate,  where  a  similar  review 
follows.  In  case  of  disagreement  between  the  two  Houses  of  the 
Congress,  a  conference  committee  (consisting  of  Members  of  both 
bodies)  meets  to  resolve  the  differences.  The  report  of  the  confer- 
ence committee  is  returned  to  both  Houses  for  approval.  When  the 
measure  is  agreed  to,  first  in  the  House  and  then  in  the  Senate,  it 
is  ready  to  be  transmitted  to  the  President  as  an  enrolled  bill,  for 
his  approval  or  veto. 

When  action  on  appropriations  is  not  completed  by  the  beginning 
of  the  fiscal  year,  the  Congress  enacts  a  continuing  resolution  to 
provide  authority  for  the  affected  agencies  to  continue  financing 
operations  up  to  a  specified  date  or  until  their  regular  appropria- 
tions are  enacted.  The  Congress  did  not  complete  action  on  any  of 
the  thirteen  regular  appropriations  bills  for  1988.  After  several 
short-term  continuing  resolutions,  a  full-year  continuing  resolu- 
tion— in  effect,  an  omnibus  appropriations  bill — was  enacted  on 
December  22,  1987. 

Deficit  Reduction. — The  Balanced  Budget  and  Emergency  Deficit 
Control  Act  of  1985  (commonly  known  as  the  Gramm-Rudman- 
Hollings  Act),  as  amended  in  1987,  calls  for  a  balanced  Federal 
budget  by  1993.  It  sets  declining  deficit  targets  for  each  fiscal  year 
and  specifies  a  procedure  designed  to  achieve  these  targets.  In  1989, 
the  target  is  $136  billion.  According  to  the  Act,  the  President's 
budget  must  propose  receipts  and  outlays  consistent  with  the  defi- 
cit target  for  the  budget  year.  Then,  Congressional  action  on  the 
budget  is  supposed  to  ensure  that  the  deficit  target  for  that  year 
will  be  met.  If  the  target  is  not  met,  the  Act  specifies  a  process  to 
sequester  budgetary  resources  to  reduce  outlays  by  the  amount 
required  to  meet  the  specified  target  for  the  year  ahead.  The  deficit 
reduction  required  in  1989,  if  the  target  is  not  met,  is  limited  by 
the  Act  to  $36  billion. 

On  August  25  of  each  year,  the  Director  of  the  Office  of  Manage- 
ment and  Budget  (OMB)  submits  a  report  to  the  President  and  the 
Congress  estimating  the  deficit  for  the  upcoming  fiscal  year  and 
the  amount  of  net  deficit  reduction  that  has  resulted  from  laws 
enacted  and  regulations  promulgated.  On  October  15  he  submits  a 
revised  report.  If  his  estimates  show  that  the  projected  deficit 
exceeds  the  specified  target  by  more  that  $10  billion  (zero  in  1993) 
and  that  the  requisite  amount  of  net  deficit  reduction  has  not  been 
achieved,  he  must  calculate  the  across-the-board  reductions  re- 
quired to  eliminate  the  deficit  excess.  The  Act  specifies  rules  for 
determining  uniform  percentage  reductions  for  most  programs  sub- 
ject to  reduction  and  special  rules  for  certain  programs  subject  to 
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reduction.  Many  programs  are  exempt  from  reduction.  The  Direc- 
tor of  OMB  must  explain,  in  his  initial  and  revised  reports,  any 
significant  differences  between  his  estimates  and  the  estimates 
provided  to  him  and  the  Congress  in  initial  and  revised  reports  by 
the  Director  of  the  Congressional  Budget  Office. 

The  reports  by  the  Director  of  OMB  become  the  basis  for  the 
initial  and  final  sequester  orders  issued  by  the  President.  The 
President's  orders  may  not  change  any  of  the  particulars  in  the 
Director's  reports.  Following  these  procedures,  the  President  issued 
a  final  sequester  order  for  1988.  However,  the  Omnibus  Budget 
Reconciliation  Act  of  1987  reversed  the  order  and  restored  seques- 
tered resources,  because  spending  reductions  for  1988  that  were 
included  in  that  Act  and  in  the  continuing  resolution  for  1988  met 
the  requirements  for  deficit  reduction. 

Budget  Execution  and  Control — Once  approved,  the  President's 
budget,  as  modified  by  the  Congress  and  reduced  by  sequestration, 
if  necessary,  becomes  the  basis  for  the  financial  plan  for  the  oper- 
ations of  each  agency  during  the  fiscal  year.  Under  the  law,  most 
budget  authority  and  other  budgetary  resources  are  made  available 
to  the  agencies  of  the  executive  branch  through  an  apportionment 
system.  The  Director  of  OMB  apportions  (distributes)  appropria- 
tions and  other  budgetary  resources  to  each  agency  by  time  periods 
and  by  activities,  in  order  to  ensure  the  effective  use  of  available 
resources. 

Changes  in  laws  or  other  factors  may  indicate  the  need  for 
additional  appropriations  during  the  year,  and  supplemental  re- 
quests may  have  to  be  sent  to  the  Congress.  On  the  other  hand, 
amounts  appropriated  may  be  withheld  temporarily  from  obliga- 
tion under  certain,  limited  circumstances.  The  executive  branch,  in 
regulating  the  rate  of  spending,  must  report  to  the  Congress  any 
effort  through  administrative  action  to  postpone  or  eliminate 
spending  provided  by  law.  Deferrals,  which  are  temporary  with- 
holdings of  budget  authority,  may  be  overturned  by  an  act  of  the 
Congress  at  any  time.  Rescissions,  which  permanently  cancel 
budget  authority,  must  be  passed  by  the  Congress  within  45  days  of 
continuous  session.  Otherwise,  the  withheld  funds  must  be  made 
available  for  spending. 

Relation  of  Budget  Authority  to  Outlays 

Not  all  of  the  new  budget  authority  for  1989  will  be  obligated  or 
spent  in  that  year.  For  example: 

•  Budget  authority  for  most  trust  funds  comes  from  the  author- 
ity of  these  funds  to  spend  their  receipts  and  is  used  over  time 
as  needed  for  purposes  specified  by  law. 
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•  Budget  authority  for  most  major  construction  and  procure- 
ment programs  covers  the  estimated  full  cost  of  projects  at 
the  time  they  are  started. 

•  Budget  authority  for  most  long-term  contracts  covers  the  esti- 
mated maximum  obligation  of  the  Government. 

As  a  result  of  these  factors,  a  large  amount  of  budget  authority 
carries  over  from  one  year  to  the  next.  Most  is  earmarked  for 
specific  uses  and  is  not  available  for  other  programs. 


Relation  of  Budget  Authority  to  Outlays  -  1989 


J  Billions 


New  Authority 

Recommended 

for  1989 

1,233.2 


To  be  spent  In  1989 
745.5 


Outlays 
in  1989 
1,094.2 


» 


Unspent  Authority 

Enacted  In 

Prior  Years 

1,304.1 


To  be  spent  in 
Future  Yean 

918.8 


Unspent  Authority 

(or  Outlays  in 

Future  Years 

1,406.5 


i. 
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